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WEDNESDAY, JUNE 1, 1955 
Unrrep STATES SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry. 
Washington, D.C. 

The committee met, pursuant to notice, at 11 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Present: Senators Ellender (chairman), Humphrey, and Hicken- 
looper. 

The CHainman. The committee will come too rade t. 

At the last meeting the committee decided to hold hearings on vari- 
ous methods of price supports 

We have a bill before us, introduced by the distinguished Senator 
from Oregon, Mr. Morse, for himself, My. Neuberger, Mr. Magnuson, 
and Mr. Jackson, providing for a two-pri ice system for wheat. 

Some time ago a subcommittee of this commi ittee held hearings on 

two-price system for rice. I understand that hearings have been 
concluded and : 1 report will be made to the committee in the near 
future 

In addition to variations of the two-price system of support for 
wheat, and probably on other commodities, it is my hope t that this 
committee can study the whole price-support structure. There is no 
doubt but that the program of 90 percent price support, which we 
have had on the statute books for some time, has been of great assist- 
ance to the farmers of the Nation. 

A few weeks ago the House of Representatives sent us House bill 
No. 12 for consideration which would have extended price supports 
at 90 percent for 3 years. It was the thought of the majority of this 
committee that some hearings should be held in an effort to devise new 
ways and means, if pone le, of supporting prices of farm commodities. 

As I have indicated on m: iny occasions I am for the 90 percent price- 

support system until son nething better can be found. It was in an 
effort. to find sdianthian better, I eee that prompted many mem- 
bers of this committee to decide to hold hearings. 

Since the meeting of 2 weeks ago I have discussed with officials of 
the Department of Agriculture the feasibility of rnaouL leaaay a bill 
which pertaining to whe: it, as we 1 as to cotton, raising the standards 
of cotton or wheat for pri ice-support purposes. Tod: LV price sup ports 5 
apply to 7-inch middling cotton, and we find that a lot of cotton is 
being grown throughout some areas of the country with Uncle Sam 
the only purchaser, and haul 40 percent = the e: arryo ver of this cot- 
ton, this short-st: apled cotton, is now what we have on hand. 
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In regard to wheat we have almost an identical situation in that 
about two-thirds of the wheat that we now have on hand is wheat 
that is more or less fit for feed, rather than to make flour 

I have before me now a bill that I propose to introduce on behalf 
of myself and for Senators Young and Schoeppel. I am not doing it 
today because Senator Schoeppel has not seen the bill. The purpose 
of this bill will be to try to make it so that growers of wheat will grow 
a class of wheat that will be salable for the purposes for which most 
wheat is grown, that is, for homan consumption. 

In the same way, this bill increases the basic length of the cotton 
staple from Brent comune to 1 inch middling, to induce farmers to 
grow a commodity that is readily salable, so that we will not have a 

‘arryover as we have hs ‘d in the past. 

It is my hope that from these hearings, as well as extensive hear- 
ings that we propose to hold in the country this fall we will get the 
views of the farmers. 

When the present Triple A Act was placed on the statute books it 
was my privilege to be a member of a erent of this committee 
that held hearings during the fall of 1937. Those hearings formed 
the basis of our present law. 

Again in 1947 I was privileged to be a member of another sub- 
committee which held field hearings. By the way, there were only 
two of us who had served in 1937 remaining on this committee in 
1947—-Senator Thomas of Oklahoma and myself. We went to the 
farmers and held extensive hearings. Every place we went we were 
warmly received. The record is replete with statements by the farmers 
that, “Unless you can find us something better than you have, let us 
keep what we have.” 

That is the spirit in which I hope that this committee can again go 
back to the farmers in search of new evidence, in the hope that we can 
find something to improve what we now have. It is my intention, and 
I am sure the major ity of this committee’s, to probably ask for a con- 
tinuation of the present program, unless something better is found. 

We have as the first witness today the distinguished Senator from 
Oregon, Senator Morse, who, as I have just indicated, is the coauthor 
of the bill to amend title ITT of the Agricultural Adjustment Act of 
1938, as amended, to provide for the issuance of wheat marketing 
certificates. 

At this point in the record I will insert the bill: 

[S. 1770, 84th Cong., 1st sess.] 


A BILL To amend title III of the Agricultural Adjustment Act of 1938, as amended, so as 
to provide for the issuance of wheat marketing certificates 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title III of the Agricultural Adjust- 
ment Act of 1938, as amended, is amended (1) by changing the designation 
thereof to read as follows: “TITLE IITI—LOANS, PARITY PAYMENTS 
CONSUMER SAFEGUARDS, MARKETING QUOTAS AND MARKETING 
CERTIFICATES”: (2) by changing the designation of subtitle D thereof to 
read as follows: “SusTrTLeE E—MISCELLANEOUS PROVISIONS AND APPROPRIATIONS” ; 
and (3) by inserting after subtitle C a new subtitle D, as follows: 


“SustitLteE D—WHEAT MARKETING CERTIFICATES 


“LEGISLATIVE FINDINGS 


“Sec. 380a. Wheat, in addition to being a basic food, is one of the great 
export crops of American agriculture and its production for domestic consump- 
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tion and for export is essential to the maintenance of a sound national econonty 
and to the general welfare. The movement of wheat from producer to consumer, 
in the form of the commodity or any of the products thereof is preponderantly in 
uterstate and foreign commerce. That small percentage of wheat which is 
produced and consumed within the confines of any State is normally commingled 
with, and always bears a close and intimate commercial and competitive réelation- 
ship to, that quantity of such commodity which moves in interstate and foreign 
commerce. For this reason, any regulation of intrastate commerce in wheat is a 
regulation of commerce which is in competition with, or which otherwise affects, 
obstructs, or burdens, interstate commerce in that commodity. In order to pro- 
vide an adequate and balanced flow of wheat in interstate and foreign com- 
merce and thereby assist farmers in obtaining parity of income by marketing 
wheat for domestic consumption at parity prices and by increased exports at 
world prices, and to assure consumers an adequate and steady supply of wheat 
at fair prices, it is necessary to regulate all commerce in wheat in the manner 
provided under the marketing certificate plan set forth in this subtitle. 


“DOMESTIC FOOD QUOTA 


“Spc. 380b. Not later than July 1 of each calendar year the Secretary shall 
determine and proclaim the domestic food quota for wheat for the marketing 
year beginning in the next calendar year. Such domestic food quota shall be 
that number of bushels of wheat which the Secretary determines will be con- 
sumed as human food in the continental United States during such marketing 
year 

‘APPORTIONMENT OF DOMESTIC FOOD QUOTA 


“Sec. 880c. (a) The domestic food quota for wheat, less a reserve of not to 
exceed 1 per centum thereof for apportionment as provided in this subsection, 
shall be apportioned by the Secretary among the several States on the basis of 
the total production of wheat in each State during the five calendar years imme- 
diately preceding the calendar year in which the quota is proclaimed, with such 
adjustments as are determined to be necessary for adverse weather conditions 
and for trends in production during such period. The reserve quota set aside 
herein for apportionment by the Secretary shall be used to establish quotas for 
counties, in addition to the county quotas established under subsection (b) of 
this section, on the basis of the relative needs of counties for additional quota 
because of reclamation and other new areas coming into the production of wheat 
during the five calendar years immediately preceding the calendar year in which 
the quota is proclaimed. 

*“(b) The State domestic food quota for wheat, less a reserve of not to exceed 
3 per centum thereof for apportionment as provided in subsection (¢), shall be 
apportioned by the Secretary among the counties in the State on the basis of the 
total production of wheat in each county during the five calendar years imme- 
diately preceding the calendar year in which the quota is proclaimed, with such 
adjustments as are determined to be necessary for adverse weather conditions 
and for trends in production during such period. 

“(c) The county domestic food quota for wheat shall be apportioned by the 
Secretary, through the local committees, among the farms within the county on 
which wheat has been seeded for the production of wheat during any one or more 
of the three calendar years immediately preceding the calendar year in which the 
marketing year for which the quota is proclaimed begins, on the basis of the 
normal yield of the acreage planted to wheat during such three-year period. 
The reserve provided under subsection (b) shall be used to adjust farm quotas 
which the county committee determines to be inequitable on the basis of tillable 
acres, crop-rotation practices, type of soil, and topography. 


* MARKETING CERTIFICATES 


“Src. 880d. (a) The Secretary shall prepare for issuance in each county mar- 
keting certificates aggregating the amount of the county domestic food quota. 
Such certificates shall be issued to cooperators in an amount equal to the domes- 
tic food quota established for the farm pursuant to the applicable provisions of 
section 380c of this Act. The marketing certificates for a farm shall be issued 
to the farm operator, but the Secretary may authorize the issnance of marketing 
certificates to individual producers on any farm on the basis of their respective 
shares in the wheat crop, or the proceeds thereof, produced on the farm. The 
Secretary shall also issue and sell marketing certificates in such quantities as 
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may be required to persons processing wheat into food products. Marketing 
certificates shall be transferable only in accordance with regulations issued by 
the Secretary. 

“(b) Whenever a domestic food quota is proclaimed for any marketing year 
pursuant to section 380b of this Act, the Secretary shall determine and proclaim 
for such marketing year (1) the estimated parity price and the estimated farm 
price for wheat, and (2) the value of the marketing certificate. The value of 
the marketing certificate shall be equal to the amount by which the estimated 
parity price exceeds the estimated farm price as determined herein. The value 
of the marketing certificate shall be computed to the nearest cent. The procla- 
mation required by this subsection shall be made during the month of June 
immediately preceding the marketing year for which such domestic food quota 
is proclaimed. 

“(e) The Secretary is authorized and directed through the Commodity Credit 
Corporation to buy and sell marketing certificates issued for any niarketing year 
at the value proclaimed pursuant to subsection (b) of this section. For the pur 
pose of facilitating the purchase and sale of certificates, the Secretary may estab- 
lish and operate a pool or pools and he may also authorize public and private 
agencies to act as his agents, either directly or through the pool or pools. Cer 
tificates shall be valid to cover sales and importations of products made during 
the marketing year with respect to which they are issued and after being once 
used to cover such sales and importations shall be canceled by the Secretary. 
Any unused certificate shall be redeem by the Secretary at the price established 
for such certificates. ; 

“MARKETING RESTRICTIONS 


“Src. 380e. (a) Except as provided in subsection (d) hereof, all persons en- 
gaged in the processing of wheat into food products composed wholly or partly 
of wheat are hereby prohibited from marketing any such product for domestic 
food consumption or export containing wheat in excess of the quantity for which 
marketing certificates issued pursuant to section 38S0 of this Act have been ac- 
quired by such person. 

“(b) Exeept as provided in subsection (d) hereof, all persons are hereby pre- 
hibited from importing or bringing into the continental United States any food 
products containing wheat in excess of the quantity for which marketing certifi- 
cates issued pursuant to section 380d of this Act have been acquired by such 
person. 

“(c) Upon the exportation from the continental United States of any food 
product containing wheat, with respect to which marketing certificates as re- 
quired herein have been acquired, the Secretary shall pay to the exporter an 
amount equal to the value of the certificates for the quantity of wheat so ex 
ported in the food product. For the purposes of this subsection, the consignor 
named in the bill of lading, under which the article is exported, shall be con- 
sidered the exporter: Provided, however, That any other person may be con- 
sidered to be the exporter if the consignor named in the bill of lading waives 
claim in favor of such other person. 

“(d) Upon the giving of a bond satisfactory to the Secretary under such rules 
and regulations as he shall prescribe to secure the purchase of and payment 
for such marketing certificates as may be required, any person required to have 
a marketing certificate in order to market or import a food produet composed 
wholly or partly of wheat may market or import any such commodity without 
having first acquired a marketing certificate. 

“(e) As used in section 880e of this title, the term ‘marketing’ means the sale 
and the delivery of the food product composed wholly or partly of wheat. 


“OONVERSION FACTORS 


“Sec. 380f. The Secretary shall ascertain and establish conversion factors 
showing the amount of wheat contained in food products processed wholly or 
partly from wheat. The conversion factor for any such product shall be deter- 
mined upon the basis of the weight of wheat used in the processing of such 
product. 

“CIVIL PENALTIES 


“SEC. 380g. Any person who violates or attempts to violate, or who participates 
or aids in the violation of, any of the provisions of subsection (a) or (b) of sec- 
tion 380e of this Act shall forfeit to the United States a sum equal to three times 








PRICE-SUPPORT PROGRAM » 


the market value, at the time of the commission of such act, of the product in- 
volved in such violation. Such forfeiture shall be recoverable in a civil suit 


brought in the name of the United States 


‘ADJUSTMENTS IN DOMESTIC FOOD QUOTAS 

“Sec. 380h. If the Secretary has reason to believe that because of a national 
emergency or because of a material increase in demand for wheat, the domestic 
food quota for wheat should be increased or suspended, he shall cause an im 
mediate investigation to be made to determine whether the increase or suspension 
is necessary in order to meet such emergency or increase in the demand 
wheat. If, on the basis of such investigation, the Secretary finds that such in 
crease or suspension is necessary, he shall immediately proclaim such finding 
(and if he finds an increase is necessary, the amount of the increase found by him 
to be necessary) and thereupon such quotas shail be increased or shall be sus 
pended, as the case may be. In case any domestic food quota for wheat is in- 
creased under this section, each farm quota for wheat shall be increased in the 
same ratio and marketing certificates shall be issued therefor in accordance with 
section 380d of this Act. In case any domestic feod quota for wheat is sus- 
pended under this section, the Secretary may redetermine the value of marketing 


certificates issued pursuant to section 880d of this Act. 


for 


“REPORTS AND RECORDS 


“Sec. 880i. (a) The provisions of section 373 of this Act shall apply to all per- 
sons, except wheat producers, who are subject to the provisions of this subtitle, 
except that any such person failing to make any report or keep any record as 
required by this section or making any false report or record shall be deemed 
guilty of a misdemeanor and upon conviction thereof shall be subject to a fine of 
not more than $2,000 for each such violat 

“(b) The provisions of section } (b) of the Act shall apply to all wheat 
farmers who are subject to the provisions of this subtitle. 


lon, 





“REFERENDUM 


“Seo. 580j. In the referendum held pursuant to section 336 of this Act on the 
national marketing quota proclaimed for the 1956 crop of wheat, the Secretary 
shall also submit the question whéther farmers favor a marketing certificate 
program under this subtitle in lieu of marketing quotas under subtitle B. If 
more than one-half of the farmers voti n the referendum favor such market- 
ing certificate program, the Secretary shall, prior to the effective date of the na 
tional marketing quota proclaimed under subtitle B, suspend the operation of 
such quota and a marketing certificate program shall be in effect for the 1956 
aid subsequent wheat crops under the provisions of this subtitle and marketing 
quotas and acreage allotments shal! not be in effect for wheat under subtitle B. 


“PRICE SUPPORTS 


“Sec. 580k. Notwithstanding any other provision of law 

‘(a) whenever a wheat marketing certificate program under this subtitle 
is in effect, price support for wheat shall be determined in accordance with 
the provisions of subsection (b) of this section. 

‘(b) the Secretary of Agriculture is authorized to make available through 
loans, purchases, or other operations, price supports to producers of wheat 
who are cooperators. The amount, terms, conditions, and extent of such 
price-support operations shall be determined by the Secretary, except that 
the level of such support shall be determined after taking into consideration 


{ 
the following factors: (1) the supply of the commodity in relation to the de- 


mand therefor, (2) the economic feasibility of producing substitute erops 
on acreage withdrawn from the production of wheat, (3) the price levels 
at which corn and other feed grains are being supported and the feed value 
of such grains in relation to wheat, (4) the provisions of any international 
agreement relating to wheat to which the United States is a party, (5) 
foreign trade policies of friendly wheat-exporting countries, and (6) other 
factors affecting international trade in wheat including exchange rates and 
currency regulations. 

‘“*(c) compliance by the producer with acreage allotments, production goals, 
and marketing practices (excluding marketing quotas) may be prescribed 
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and required by the Secretary as a condition of eligibility for price sup- 
port and for the receipt of wheat marketing certificates.” 
The Cuarrman. I notice you have a written statement. If you 
desire, you may proceed. 


STATEMENT OF HON. WAYNE MORSE, A UNITED STATES SENATOR 
FROM THE STATE OF OREGON 


Senator Morse. Mr. Chairman and members of the committee, the 
complete statement will set forth our case, if it may be presented 
without interruption, although I have no objection to interruption. 
Unless the interruption is needed for clarification purposes, I would 
like to complete the statement, and then have the questions. 

The Cuamman. Very well, you may proceed. 

Senator Morse. Before I start the statement, Mr. Chairman, I 
mean no flattery when I say that I share the objective point of view 
which the chairman has just stated in starting these hearings. I have 
never found the chairman wanting in any cooperation in my 10 year 
in the Senate when I have come to him to raise an agricultural ea 
lem involving the West. It does not mean that the Senator from 
Louisiana has alw: ays agreed with my point of view, but he has always 
agreed to see to it that T got a full and fair hearing on any problem 
involving western agric ulture. 

The record will speak for itself as to the support the Senator has 
given western agricultural interests. It has been a tremendously pow- 
erful support. 

I have no hesitancy in saying here this morning that western agri- 
culture is greatly indebted to you, sir, for the objec tive attitude you 
have taken on our problems. We have always tried to reciprocate 
quite properly in regard to agricultural problems that confronted the 
South and other sections of the country. 

The Cuamrman. I appreciate that statement very much. I wish 
also to add to what you have just stated, that ever since I have been 
here—this is my 19th year in the Senate—that the a of this 
committee, both Republicans and Democrats, have worked, in my 
humble judgment, for the good of the country. There has been no 
partisanship that I could denote. 

Senator Morse. That has been my observation. 

The Cuarrman. All, I believe, have tried to do a good job, so far 
as we could see the light, in order to assist all farmers in every area 
of our country. 

Senator Morse. If you will permit one other digression, until you 
mentioned it this morning I was not familiar with the Ellender- 
Young-Schoeppel proposed bill involving wheat and cotton. I would 
like very much to have a copy as soon as it is introduced, and I will 
take it up with the leaders of the wheatgrowers associations in my 
State, because if it is a bill which in their judgment will help them 
meet their problem, you may be sure of my cooperation in the matter. 

Needless to say, I look to the Oregon Wheat League and to the 
Oregon Grange and the Farmers Union and the Farm Bureau and 
other agricultural groups in my State to advise me on the course of 
action I should follow in the Senate that will best serve the agricul- 
tural interests of the State, making it clear to them at all times that 
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they do not control my vote. I will vote for what I think is in the 
best national interest, but when I have a specific bill, such as you men- 
tioned, 1 want to get their professional opinion at once and to cooper- 
ate with you in every way that I can in the interests of the bill that 
will help my wheat growers. 

The CHarrman. You may rest assured that it will be my purpose 
to listen to all sides. To my way of thinking, it goes without saying 
that what we ought to do is at least to encourage farmers to grow 
commodities that are salable and that will be salable to the general 
trade, rather than to have them produce it for Uncle Sam. That is, 
to my way of thinking, one of the little weaknesses we had in this 
price-support program. 

Many people grew wheat, for ee in great quantities because 
they knew where they could dispose of it, irrespective of whether or 
not the millers wanted it or not. Of course, I have heard a lot of 
rumors about that, but it will be my purpose, as I said, to get both 
sides. If there is opposition to it, I want to hear it. If there is ap- 
proval of it, I want to hear that, too. 

I can assure you, Senator Morse—and I am sure I speak for every 
member of this committee—in any proposal we make we will not go 
off half-cocked. We will hear all sides, in the hope that we can come 
out with something better. 

Senator Humpurey. I merely want to add, Mr. Chairman, and I 
shall not take Senator Morse’s time—that the wheatgrowers in our 
part of the country are deeply concerned with this, what we call sec- 
ond-grade, lower-grade wheat production. The milling, the hard 
wheat, is in short supply. 

The Cuatrman. It sells at a premium. 

Senator Humpurey. Yes, it sells at a premium. We have found 
ourselves, insofar as the offgrades or the lower grades of wheat are 
concerned, in the same kind of trouble that Senator Morse finds in his 
part of the country, where the competition from people who ordinarily 
are not in the wheat business have gone into this low-grade wheat 
production and have flooded the market and caused a great deal of 
the surplus problem. 

I have an open mind on this, as the chairman knows. We had 
very frank discussion here in an executive session a few days ago. 

The Cuarrman. That is right. 

Senator Humpurey. I think it is fair to say, just as a matter of 
making the record clear, that every member of this committee, I think, 
expressed himself on the desirability of trying to find a method of 
price support which was an improvement upon what we now have. 

As the chairman said, until we find something better than the old 
90-percent formula many of us in this committee feel that that is at 
least a workable alternative. But we are seeking better answers—we 
are seeking answers that are better for the legitimate producer and 
for the American consumer. And, obviously, for the taxpayer and 
the Government of the United States. 

The CrHarmman. That will be our objective from here on out on 
these various proposals. 

Senator Morse. I want to make one more comment upon an observa- 
tion you made in your opening statement, if I a because you deal 
with constituents with complete frankness, as I do, and I think that 
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my constituents in this matter should have their attention called to an 

observ ation that you made, because, as you can well imagine, there 
sa great persuasive demand made upon Senator Neuberger and upon 

me and Senator M: agnuson and Senator Jackson to try to get action 

before adjournment. 

I think you made a very significant statement. Frankly, I have 
no quarrel with it at all, that “apparently the decision of this com- 
mittee is to proceed with these hearings, and then after adjournment 
to proceed with some field hearings on this whole matter of agri- 
cultural prices before you come to any conclusion as to any legislation 
that you are going to support. If I interpreted your statement cor- 
rectly, this means you want to get yourself in position so that come 
January you can maer a policy on farm prices that you can fight 
for in the Congress. Naturally, I am anxious to get some action on 
my bill. Nevertheless, I think the best way to deal with constituents 
is with complete frankness, and if we meet a situation in which 
action before adjournment is impossible, I think it is only fair to 
tell my constituents that, and it is up to them to help make the best 
case we can for our bill before adjournment, so that you will have 
a record to go on when you go into your field hearings. 

If I have misinterpreted the implications of the chairman’s state- 
ment I want him to put me straight. 

The Cuarrman. | think that was made very clear during our dis- 
cussion here when we started to hold these hearings. I stated that I 
felt that it was almost imperative that we hold hearings in the field, 
that it was the best procedure that we could follow. We did it in the 
past. We got good results. 

I took this position, I am frank to say it openly, because in all 
probability if we went to Congress with just a simple renewal of the 
law that has now been so severely attacked from every corner the 
chances of enac tment would be made doubtful; do you not see ? 

In my humble judgment, even though we passed it, I doubt that 
the President would sign it. We could make a bold effort and say, 
“All right, we will try to pass this bill,” and then meet with failure, 
I think that would be a loss of time. We have quite a few months 
to hold hearings in Washington and then go into the field to get the 
reaction of the people themselves. Then we can come loaded up with 
maybe a lot of new ideas which will make it possible for us to retain 
supports at 90 percent of parity and follow through with a lot of 
changes here and there, whereby we will be able to get quite a few 
more votes in Congress than we now anticipate. 

I want to be frank in saying that I made a canvass of the Senate 
and I doubt very seriously that the law could be reenacted and put 
on the statute books as written or as it used to be. I may be wrong 
in that, but I have been on this committee for many years—this is 
my 19th year—and I do know from experience that this committee 





has given much study to all of the problems that it has considered. 
As a matter of fact, except for last year, we came out with almost 
unanimous approval of any legislation that was presented. Of 
course, this changed last year in that there was quite a division. 
To my knowledge that is the first time it happened. I do not want it 
to happen again. What we want to do is to try to get a lot of these 
good Republicans that are against us now to maybe go out there and 
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see the home folks. and we might be able to get some evidence. Of 
course, that not only applies to Republicans but we have a few Demo- 
erats who think similarly. It may be that we could go out to the 
grass roots and get real honest-to- goodness sage advice which would 
lead us to the position where we could go back to the Senate with a 
good bill that will receive the approval, not only of the Senate but 
the House, and of the President. After all, that is what we want. 

I do not want to just try to enact a bill, knowing that it might be 
vetoed. There is no use to butt your head against a stone wall just 
to say that you did it. That is just my feeling about it. 

Senator Humpurey. | think that we ought to make the record clear 
now that this is a policy decision of the committee. The farmers 
partic “uls irly concerned are wheat farmers that are going to be faced 
with this referendum on June 25. They ought to know that the view 
of this committee is for the continuation of effective price supports, 
because there is a stor y mov ing throughout this cour try that possibly 
if the wheat re fe -rendum—the marketing quotas—are voted down. that 
it might be all right anyhow. I mean that something else is in the 
works. The truth is that the action of the committee, as | interpret 
it, and I will leave it to the chairman for his own elaboration or his 
own interpretation as I interpret the action of our committee in 
calling for these hearings, it is to underscore the importance of 
effective, workable price supports. 

The CuHarmman. Right. 

Senator Humpurey. We want the farmers of America to know this, 
so that the vote in the wheat referendum will be an affirmative vote 
for the marketing quotas, so that we will not lose this entire price 
support structure. It would simply be an economic cats ae in 
my part of the country as you know, Senator Morse, as well as in 
yours, too, if the supports were pulled out. 

The Cyarman. As chairman of the committee my advice to the 
wheat farmers would be to vote in the affirmative. No matter if we 
do meet here in January, I think it would be entirely possible if we 
sustained 90-percent price supports we can make it apply to that, 
that is, we can make the bill retroactive, if we choose to. 

Senator Humpurey. That is correct. 

Senator Morsr. It is my advice that they vote affirmatively. 

The Cuarrman. In other words, the mere fact that the Congress will 
not act before ap nment does not mean that we will not probably 
get the 90 percent next year to affect the wheat growing this year. 

Senator Humpurry. It is sure that we will have some improved 
price-support program. Therefore, to repudiate the referendum, to 
vote in the negative, would be a major blow against everything that 
Congress has worked for since the beginning of the whole price- 
support program. 

The Cuarmman. That is right. 

Senator Morse. I want to share that point of view, and I want the 
record to show that I share that point of view. 

May I take this opportunity to thank the members of the committee 
for including my bill, S. 1770, in its current hearings on the farm 
price-support program, and for extending to me the privilege of 
making this statement on behalf of my bill. 

I shall not dwell at any length upon the economic problems of the 
farmers. The committee is well aware of that situation. Suffice it to 











10 PRICE-SUPPORT PROGRAM 


say that income of the wheat farmers in my State and elsewhere has 

been cut by severe acreage controls and is scheduled to drop further 
during the present year to 82% percent of parity under the plan for 
sliding scale reduction of supports. 

Next year farmers face a further decline in price supports on 
wheat, possibly to the figure of 75 percent of parity. This has caused 
great concern in my own State of Oregon, and I assure the members of 
the committee that the correspondence I have received from home 
leaves no doubt as to the extent of apprehension on the wheat farms on 
Oregon. The farmers take little comfort from the recent Depart- 
ment of Agriculture announcement that farm incomes and average 
farm prices for the first 4 months of 1955 were 5 percent below the 
figures for the same period of 1954. 

Prosperity of the Nation is geared closely to the economic well- 
being of our farmers. The farms of our country produce the food and 
many other raw materials that are so essential to the unprecedented 
standards enjoyed by the American people today. By the same token, 
these farms constitute a tremendous market for the industrial output 
of our highly mechanized productive system. 

When prosperity comes to our farms it is reflected in the business 
establishments along thousands of Main Streets over the length and 
breadth of the land. 

It is apparent, therefore, that we cannot treat the economic life of 
the farmer as an isolated factor to be viewed in and of itself. It must 
be considered in light of its relationship to our whole economy, and 
that relationship is close and inseparable. 

Austerity for the farmers of America does not sell prosperity for the 
rest of us. 

My bill, S. 1770, has a twofold purpose: It is designed to prevent 
ee low returns to wheat farmers while enabling wheat to 
seek competitive levels for export and for domestic uses other than 
human consumption; it endeavors to minimize the problem of our 
wheat surpluses and the costs to the Government attendant upon the 
handling of such excess production. 

S.1770 was introduced by me with the cosponsorship of my col- 
league and the Senators from Washington, with the firm conviction 
that it offers a workable program for the handling of the wheat prob- 
lem. It would permit the establishment of a so-called two-price or 
certificate plan for wheat. It was introduced at the suggestion of, 
and after many conferences with, members of the Oregon Wheat 
Growers League, the National Association of Wheat Growers, the 
Grange, and many wheat farmers of the Pacific Northwest. 

Members of this committee are doubtless more familiar with the 
broad conceptions and history of the two-price plan for wheat than 
are its legislative sponsors. It has been before your committee in one 
form or another for about three decades. Its formative roots are deep. 
Accordingly, it is unnecessary to dwell upon the background of this 
proposal. 

May I say that my very distinguished predecessor of some years 
ago, the great liberal Republic: an Senator from Oregon, Senator 
Charles McNary, favored a form of the two-price program—the 
McNary-Haugen bill, which was one form of it. 

S. 1770 is drafted as an amendment to title ITI of the Agricultural 
Adjustment Act of 1938, as amended. It proposes the insertion of 
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an entirely new subtitle D—the present subtitle D would follow the 
new insertion and is changed to K—which would provide for the two- 
price plan and would make it effective upon a favorable referendum of 
wheat producers. 

The first provision of the new subtitle, section 380a, consists of legis- 
lative findings that wheat is a commodity of interstate and foreign 
commerce and that this program is intended to assure a steady supply 
of wheat for domestic use and foreign commerce at fair price, assuring 
farmers a fair income. 

Section 380b provides that the Secretary of Agriculture on July l 
of each year shall proclaim a food quota for wheat for the marketing 
year beginning in the next calendar year, based on his determination 
of the amount that will be used for human food. 

Section 380c provides for the apportionment of this domestic food 
quota- less a national reserve of 1 percent—to the States: for State 
apportionment to counties—less a o-percent reserve—on a 5-year pro- 
duction history basis; and for county apportionment to farmers on a 

year acreage basis. The reserves permit adjustments to iron out 
inequities which might arise. 

Section 380d provides for issuance of food-wheat marketing certifi- 
cates in the counties to cooperating farmers; for the sale and issuance 
of marketing certificates to persons processing wheat. into food prod- 
ucts; for the establishment of the certificate value as the difference 
between estimated full parity for wheat and estimated farm price for 
wheat, and for the Secretary to buy and sell certificates through the 
Commodity Credit Corporation. 

Section 380e requires that all food products manufactured from 
wheat be covered by certificates; it requires that wheat imported for 
use in food be so covered; it calls for refunds of certificate costs on 
wheat used in exported food ; it provides for use of bonds to facilitate 
importation of food products containing wheat for which certificates 
must later be purchased. 

Section 380f provides for the establishment of a table of conversion 
factors to facilitate the determination of wheat certificates required to 
cover different food products. 

Sec tion slg prov ides for penalties of triple the value of products 
involved for violations of those sections requiring certificates to cover 
wheat used in manufacture of food products. 

Section 380h enables the Secretary of Agriculture to order emer- 
gency suspension or increase of food-wheat quotas and to redetermine 
the value of marketing certificates. 

Section 380i provides for keeping of necessary records, and makes 

a misdemeanor, subject to $2,000 fine for each violation, for failure 
to keep such records or for making false entries. 

Section 380} provides that in the referendum held on the national 
wheat-marketing quota for the 1956 crop of wheat the: Secretary 
shall also submit the question whether farmers favor a marketing- 
certificate program under this new subtitle in lieu of marketing aunotas 
under subtitle B of the act—the old program. If more than lial? the 
farmers voting approve the certificate plan, then the marketing quota 
under subtitle B shall not be in effect. 

Finally, section 380k provides that, when a certificate program is 
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in effect. the Secretary of Agri ulture is authorized. to make price 
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2 
support available to wheat producers through loans, purchases, or 
other operations, setting the amount, terms, conditions, and extent 
of such price-support operations in his discretion except that the 
level shall take into consideration supply, feasi ibility of producing 
substitute crops on acreage withdrawn fron wheat, the sup port level 
of corn and feed grains and feed value of relation to wheat, provisions 
of any international wheat agreement, trade policies of friendly 
wheat-exporting nations, and other factors affecting international 
trade in wheat. 

It also indicates that compliance by the producer with acreage 
é coe its, production goals and marketing practices, excluding mar- 
keting quotas, may be required by the Secret: ry as a condition for 
eli ibility for price supports or receipt of wheat-marketing certifi- 

ates, 

ne A conn some, 3 supplies the broad outlines; other witnesses will 
deal i greater technical detail with the operations of the two-price 

lan. 

They are much more qualified than I am to testify in regard to the 
te echnic al details. They have lived with the plan for years and they 
re experts, not only from the sti andpoint of being producers of wheat 
but also have had many administr: stv e positions over the years in the 

field of wheat marketing. 

[ have calculated overall return from wheat on this year’s crop 
and a 900 million bushel crop in 1956, on the basis of the practical 
workings of the 2-price pl in. The calculations indicate that return 
on 900 million bushels this year under the 2-price system would be 
virtually the same as at the $2.06 per bushel national support level. 
Here are the figures. 

[ ask consent to insert this table for 1955 and 1956 on how the 
experts represent to me the plan would work, if it were put into 
operation. 

The CuatrMan. Without objection, it is so ordered. 
(The table referred to is as follows :) 


1955 Crop 


Under present 8244-percent support: 900 million bushels, at Gross 
$2.06, equals Lo tee ay a $1, 854, 000, 000 
Under two-price plan: 
500 million busheis at 100 percent of parity ($2.51) 
400 million bushels at 60 percent of parity ($1.51) 


1, 255, 000, 000 
604, 000, 000 


Total ; who) 1, 859, 000, 000 


This assumes, of course, that the nierket price for wheat would not fall below 
6O percent of parity, or that support would be instituted at that level. 


1956 Cre iP 
Under 75-percent support: 
Assuming that we have a 900 million bushel crop next year, the new parity of 
$2.39 per bushel and supports, and the market down to 75 percent of parity, 
farmers will get from that crop: 


900 million bushels, at 75 percent of parity ($1.59)___-______ $1, 431, 000, 000 
Under two-price plan (using the new parity and a minimum 60 
percent of that new parity for nonfood wheat price ): 
500 million bushels, at 100 percent of parity ($2.39)_______ $1, 195, 000, 000 
400 million bushels, at 60 percent of parity e144). 576, 000, 000 


TOCL. «tek Lae 


athe 1, 771, 000, 000 
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Senator Morsr. The total return next year under the two-price sys- 
tem would thus be $340 million more, so these experts contend, than 
the prospective return under the present program. 

Advocates of the two-price plan feel that the minimum to which it 
should be permitted to decline before price support is instituted is not 


less than 60 percent of old parit v. which would be $1.50 per bushel in- 


stead of $1.44. Perhaps a somewhat higher figure should be adopted 
in consideration of the effect wheat prices would have on other feeds 
if they were to become too low. 

May I say when I have talked to the advocates of this bill as to the 
operation of the bill, I have said to them, “Now, it is very simple in 
plain language tel] me how you are goimg to protect: the wheat 
grower, when you say you are going to let the so-called feed go into 
the market and seek a level of the law of supply and demand subject 
to one modification.” . 

And they say always to me in reply, “Our floor, our protection, 
should be 60 percent of parity. We let if vO into the market for feed 
purposes, but we protect the farmer by a floor protection of 60 percent 
of parity.” , 

In other words, they do not propose to let it drop below 60 percent 
of parity. 

The total return to farmers for the 1956 crop indicated is not what 
I would like to see the wheat farmers get. For the sake of the total 
national economy, as well as the wheat farmers themselves, their re- 
turn should be considerably more. But we are confronted with avert- 
ing even deeper reductions in wheat income under the sliding scale 
of price supports. 

The two-price proposal is a program which has a practical possi- 
bility of final adoption. Wheat farmers have some future under it. 
As outlets for wheat—and a key to the plan’s success is a continuing 
aggressive crusade to improve diets in this Nation and around the 
world—the wheat farmers will be able to increase their production 
again, plant more acreage and improve their incomes. 

It is at this point that our Government can take aggressive action 
of a type that will result in praise on the part of well-intentioned men 
throughout the world. It can offer to the backward and starving 
areas of the world generous shares of our surplus wheat and other 
foods. In return our Government can use the surpluses as the basis 
for negotiating reasonable investment opportunities for American 
businessmen, backed by the guaranty of the Government that those 
investors will receive fair returns on their investments. 

By this method we could carry enlightened capitalism to the far 
corners of the earth, free from the taint of economie exploitation, and 
rich with the prospects of cementing firm and lasting friendships 
with foreign nations. I know of no more effective weapon with which 
to combat world communism. 

May I digress just long enough to say very briefly, in this whole 
matter of economic aid abroad I have for some years been an ardent 
advocate of American investments abroad. I think it is so important 
that. we stimulate capitalistic investments abroad because I have a 
very simple theory as to what political freedom is. It is not just eco- 
nomic freedom of choice for the individual—the two are inseparable. 
And if we can be of assistance in encouraging investments abroad, 


64440—55 pt. 1 2 
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American investments, those investments will very soon amalgamate 
with investments of leaders in foreign Jands as they invest and in- 
crease their capital assets. If we can increase the investments of 
capitalism abroad, we can give the greatest assurance of political free- 
dom abroad. And they do not have money. But if we undertake 
economic trade agreements between our Government and foreign gov- 
ernments, we can really use surplus food as a means for encouraging 
invitations, if you will, for foreign investments abroad, and I think 
we will develop a sort of loan investment program that offers us much 
greater opportunity for helping build up the standard of living abroad 
than if we continue to give and give and give, rather than to loan and 
loan and loan. 

I happen to be a very strong believer in our increasing even over 
the amounts we have already loaned, our loans abroad. I would 
rather suffer some bad loans than continue to make grants wherever 
a loan could supplant the grant. 

As to the urgency of the situation of the wheat farmer’s problem, 
if this matter is to be submitted to a referendum of the farmers along 
with the 1956 quotas, then early and special arrangements have to be 
made. Secretary Benson has set the referendum for June 25. 

The very honest and frank statement of the chairman this morning 
mi akes clear to me the possibility of ae this plan for a vote 

in the Senate prior to the first of next year is very remote. I have 
no intention of doing anything else but folléiwing the wishes of this 
committee in regard to the timetable. I do have a duty to my con- 
stituents; I am trying to perform that duty, of stressing this section of 
my statement, namely, the section dealing with the urgency of the 
situation. However, they, too, have to respect the problems of this 
committee. And the chairman has been very frank with them this 
morning on this record, I think, in making clear to the wheat growers 
what the plan of this committee is. And you are not going to find 
me caine with that, because I think it is important that this 
committee get all of the data that it wants before it comes to its own 
value judgment. 

But I say, however, that the referendum might be delayed or a 
special referendum set. It would seem in view of the chairman’s 
statement this morning, so far as this wheat matter is concerned, a 
special referendum should be set later, depending on the outcome of 
this bill before the committee of the Senate and the House. 

The National Association of Wheat Growers has declared its will- 
ingness for the Congress to institute a two-price plan without a poll 
of the farmers. It is my own feeling that it is preferable, if possible, 
to have such a poll. Such a poll would represent an aspect of the 
democratic process at work. 

Let me say in closing that I am sure this committee will take what- 
ever steps it deems to be in the best interests of the farmers and the 
Nation. For more than two decades you and your predecessors have 
had to deal with 2 most difficult aspect of the American economy. 
There is no subject—not even monetary policy—that has more facets 
“ intricacies than agriculture. 

eld. 


do not pretend to be expert in the am convinced that the 


two-price or certificate plan for wheat can aoe a further serious re- 
duction in the inceme of producers and open up a better future for 
them. I commend it to your expert consideration. 
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I want to say my observations as a farmer as well as a leg islator 
satisfies me that the wheat growers of the State of ilies are entitled 
to some equits able solution of the pricing problem that confronts them. 

The Cuarrman Very well, Senator, we are glad to have had your 
statement. 

Are there any questions / 

Senator Humpnrery. Mr. Chairman, I just wanted to ask Senator 
Morse one question with regard to page 11 of his bill, under section 
380K: 

Notwithstanding any other provision of law 

(a) Whenever a wheat marketing certificate program under this subtitle is 
in effect, price support for wheat shall be determined in accordance with the 
provisions of subsection (b) of this section. 


And then it says: 


(b) The Secretary of Agriculture is authorized to make available through 
loans, purchases or other operations, price support to producers of wheat who 
are cooperators. 

In other words, am I to interpret that the certificate is merely an 
emblem of participation and of cooperation within the two-price 
support program ? 

Senator Morse. I suppose it might be described as a membership 
ecard. 

Senator Humpnurey. The membership card ? 

Senator Morse. Yes. 

Senator Humrnurey. And you outline here specific criteria for 
determing this price support level, including the realtionship of feed 
grains to wheat and corn. 

Senator Morse. The corn problem is one that must be considered. 

Senator Humpurey. I think that is correct. As the chairman 
knows, I have long been interested in getting that explicitly written 
into law. It is, by the way, used in the department in calculating 
their .price-support structure, but I think that this is a very for- 
tunate, and may I say very sound measurement of at least one of the 
standards of measurement of an effective price support. 

Senator Morse. I want to say very frankly, Mr. Chairman, and 
members of the committee, I am very realistic about our problem. We 
have Senator Hickenlooper of Iowa and other Senators from corn 
States who, necessarily, and rightfully, are going to do what they can 
to protect the corn producers of those States. If they did not, they 
would not deserve to sit here representing their States. 

I simply hold to the point of view, as I have expressed it to my 
wheat growers, that I should think that there is an area of negotiation 
and adjustment here, so that a plan can be worked out that will not 
do damage to the corn growers and still produce some benefit to the 
wheat growers. I want to see that area surveyed. I want to see it 
investigated, because the wheat growerst tell me, although they are 
culty of special pleading of course—that is to be expected—they tell 
me this can be worked out with no detrimental effects to the corn 
growers. Let them prove it. I hope they are right about it. But 
at least we must face the Corn Belt problems too. 

As a Senator representing national interests I have said to my wheat 
growers, “You cannot expect the Congress to adopt a preferential pro 
gram here that is going to help one group to the detriment of others. 
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We have to find a program that is going to be mutually helpful to 
agriculture as a whole.” 

Senator Humpurey. I just wanted to emphasize this particular 
point, as I think it bears upon a frank and honest consideration of any 
of these proposals. 

The CuatrmMan. Under the plan that the Senator envisions it will 
be left to the farmers to determine whether they want a certificate 
plan or not. If he does vote for the certificate plan, as I understand 
it, it means that the amount of wheat that would be certificated will 
be that amount which would normally be consumed. 

Senator Morse. That is based upon present consumption of 500 
million bushels. 

The Cuarrman. And the rest of it will be sold on the world markets ? 

Senator Morsr. So-called market level, subject to our 60 percent 
parity floor. 

The Cuarrman. Suppose the farmer is unable to dispose of this 
wheat on the world market. Then under your plan the Government 
would provide a support price of 60 percent of parity ? 

Senator Morss. Of 60 percent. 

The Cuarrman, And if the certificate plan is voted favorably, then 
the farmer would be at liberty to plant all of the wheat he wants and 
any kind he wants? 

Senator Morse. In cases of large wheat surpluses, where it is neces- 
sary to invoke production controls, farmers could be required to com- 
ply with acreage allotments under regulations of the Secretary of 
Agriculture, in order to receive certificates. 

The CuHatrrman. Yes; I understand that. In fact, if the certificate 
plan is accepted, then the farmer will be at liberty to plant whatever 
he wants and of what he wants during normal times. His certificate 
would permit him to sell so much of that at a fixed price? 

Senator Morse. No, Senator; he will sell in the market at any time 
for whatever price its quality or grade can command. 

The CHarrMan. He could sell at the world market price, and if he 
fails to sell it, there is a provision to guarantee him at least 60 percent 
of parity ? 

Senator Morse. Yes. 

The Cuatrrman. That is correct, is it not? 

Senator Morse. That is correct. My understanding, Mr. Chair- 
man, is that it is expected that this will sort of result in an automatic 
control in the sense that he will find 60 percent of parity is not profit- 
able, particularly if he can plant that acreage in other crops that would 
pay him more than 60 percent. 

The Cuamman. That is the theory of the flexible price-support pro- 
gram too. You know that the price will become so low that it will 
discourage the production. 

Senator Morsr. Certainly it is the theory of this part of this bill 
that if you protect him to the extent of 60 percent of parity that will 
be helpful when the acreage is reasonable, but if they try to glut the 
market, they will find that the 60 percent of parity really loses money 
in comparison to the possible alternative uses to which they could put 
the same acreage. 

The Cuarrman. What does the bill provide in the event that the 
wheat farmers fail to vote the certificate plan ? 
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Senator Morse. It really means the end of the bill, so far as this 
operation is concerned. It is up to the wheat farmers, if they do 
not want to use the law. 

The Cuarrman. They would get no price supports, no certificates, 
nothing else ? 

Senator Morsr. There would be no certificate plan. 

Senator Humpurey. Did not I understand that this does not strike 
out the existing law—it is an alternative to the existing mechanism ? 

wena tor Morse. That is what I wish to add. It means if they vote 
against the certificate plan, this p ylan just goes out of the window and 
they have to fall back on whatever agricultural etch tons there may 
be for agricultural products generally. 

The Cuatrrman. If the Congress should, let us say, enact your meas 
ure, and should also enact, let us say, 90 percent price-support plan 
on salable wheat, that is, tighten up on the growth of wheat that is 
readily salable, and should the farmers fail to vote the pl: in envisioned 
by your bill, then they would have an oppo! tunity of voting under 
nother plan that might be on the statute books ? 

Senator Morse. As the bill is presently worded they would have 
that alternative right. If I were a member of this committee, to be 
very frank about it, 1 would put that question to the wheat experts 
who are the proponents of this bill, and ask them frankly if they 
think they ought to be put in the position where they have the alter 
native, either of the veneral farm legislation program or this Spt cial 
legislation, depending upon their choice. 

The CuarrmMan. In other words, it strikes me that there ought to be 
three choices. I am just speaking out loud without having studied 
the problem too well, that if you have a YU percent plan, the certif 
icate plan, and then no plan at all, let them select the one they want 
and just get through with it in one operation. 

Senator Morse. That is right. That appeals to me, but I would like 
to get their expert judgment on it. 

The CHarrmMan. That could be studied in the light of more testi 
mony that we may obtain. 

Are there any further questions ¢ 

Senator Humpnrey. I just want to thank the Senator for a very ex- 
plicit explanation of this. I have been hearing about the two-price 
support program and have talked with Mr. Newsom for whom I have 
a very high regard, as you know. 

Senator Morse. He has been very helpful to us. 

Senator Humpnrey. An excellent reunions ative of agrecenine. 
And he has helped me try to get a better understanding of this, but 
| am sure that your tables and all that you have presented here will 
be even more helpful, 2s well as the explanation, section by section. 

[ want = my iesniceibe veh: 

Senctor Morse. | appreciate this opportunity. 

The CHatrman. The committee is particularly anxious to hear from 
the proponents of this measure as to the effect of dumping gf some excess 
wheat on the markets of the world. As you know, we are now con- 
fronted with quite a lot of opposition from the State Department in 
our ability to sell some of the wheat we now have on hand. They claim 
that it would so disturb the world markets that the economy of many 
countries would be seriously affected. ; 
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As the Senator from Minnesota knows, we had the Eastland com- 
mittee to go into this in detail. 

Senator Humpnurey. Yes, sir. 

The CHarmman. A report will be filed with the whole committee 
soon, I hope, indicating what their reaction was. That, of course, 
will be valuable in a study of this bill as to the possible effect of dump- 
ing excess wheat production that it might have on the world markets. 

Senator Morse. I am awaiting the reading of the Eastland report, 
too, Mr. Chairman. I have never been favorably impressed with 
the arguments that the State Department representatives have made 
on this so-called dumping matter. I am not talking in my judg- 
ment about an impractical theory. I am talking about what I think 
sa great ideal put to work, which is really a practicality. 

Let us take the Indian situation as a hypothetical one. We all 
know that periodically starvation stalks that land. We all know 
that there isa great demand for wheat in India. 

I am perfectly willing to try to work out, and I think that we ought 
to try an arrangement with the American investors whereby they. 
can In effect use that wheat as coin. They can go over there and 
use that wheat in payment for American investment opportunities 
in India, let us say, in building a dam on some river, building a 
powerplant, building whatever is needed in some locality of India 
to help raise the standard of living of the people in the economic 
shadows of that project. Surely it is possible to make long-time 
loan arrangements under reasonable economic trade treaties with 
India so that there will be no exploitation, but fair profits can be 
realized. 

To what better use from the standpoint of India, as well as the 
United States, ——_ we put surplus food? And they call that 
dumping. The wheat is needed for those millions of empty stomachs 
in those periods of crisis. If you can feed them and at the same 
time you can plant some enlightened capitalism in India, I am all 
for it. 

[ am not seared by the word “dumping.” I am perfectly willing 
to dump it both in those empty stomachs and in the soil of India 
by way of capitalistic enterprises that would grow out of that kind 
of investment. 

It will take some vision. It will take some courage; but I think 
it isa great practicality and we ought to start trying it. 

That is why I am so strong for a loan program rather than a 
erant program abroad. 

The Crarrman. It strikes me that the reason advanced, as I under 
stand it, by the State Department—they state that it lends itself to 
more or less a destruction of current prices., 

For instance, in some countries the government encourages the 
growth of wheat. It might encourage the growth of rice. And they 
somewhat protect the farmers. 

If excess wheat comes into the picture, or excess rice, well, that 
affects the prices that the farmers should get. That to me was the 
main argument advanced. 

Senator Morse. It cannot be excess, though, at a given time that I 
am talking about when millions are starving. 

The Cirarrman. I do know this, that by making this wheat available 

fair price to the people of the world that are desiring it and 
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cannot have it otherwise—I do know that it will go far toward alleviat- 
ing starvation that we hear about. 

Senator Humpurey. There is no doubt that there is a great conflict 
of interest in the Government of the United States on this whole 
disposal program. We have Public Law 480 which this committee 
processed and finally sent to Congress and was passed. 

We have section 402 of the Mutual Security Act. 

And we have the famine relief section under Public Law 480, as 
well as the sales section. 

We have had a conflict here in the Government between the State 
Department, the Agriculture Department, and the Department of 
Commerce. 

I presented to the Foreign Relations Committee, as the Senator 
knows, explicit documentation on the part of the American traders 
who have witnessed their sales that they had signed up scooped right 
out from underneath them by Foreign Operations Administration 
activities under section 402. 

All of the explanations to the contrary, I think the Senator from 
Oregon is making a valid point here that we have not pressed with 
sufficient fervor, and it takes a kind of dedication and fervor to press 
the opening of these markets and the utilization of this means of 
exchanges. That is what it is. I mean, we can use this for a means 
of exchange. 

This is a subject in which I am deeply interested, as the chairman is, 
and I think that the Eastland subcommittee will have something for 
us to really point to as a means of insisting upon administrative 
revision. 

I actually do not think the laws we passed are too limited in their 
app'ication or their effect, but we had here for 5 months, as you will 
recall, a stalemate in the Government as to how this program was to 
he operated—was it to be the State, Department of Agriculture, or 
Commerce. 

We sent these agricultural attachés up to be salesmen, to go out and 
do some business. We sent missions all over the world to do business. 

I can tell you that from personal contact with many of these trade- 
mission patent itives that they have found their efforts frequently 
stalled, or at least faced with a period of hesitation to a point where 
a aman that was in need of our wheat got a new crop in and said, 

“Let us cancel out the contract.” 

I do not want to press the point, but believe me a country that 
knows how to sell as much as we do surely has a pretty bad pic ture 
when it comes to foreign exchange and foreign sales of a commodit 
for which the world is crying out. And we have it. 

Senator Morse. I am glad you are both on this committee and on 
the Foreign Relations Committee, because you do the same grand job 
over there on this point that has to be resolved. 

The CHarrman. In connection with my visits abroad I found 
this: That we could dispose of a lot of our surpluses to foreign coun 
tries for their own currencies, and in turn to use those same currencies 
to buy what they have, but you have this block there of countries. 
soft currency countries dominated by the British wherein when you 
try to buy rubber or you try to buy tin with the currencies that you 
have exchanged for the wheat, let us say, or for cotton, they will no 
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let vou do that. They want you to use dollars. If something could 
be dene in that direction, I am sure that we could dispose of it. 

Senator Humperey. | think that is where it needs to bend itself, 
where the State Departinent needs to do that. That is a diplom itic 
probl m. 

The CuarrMan. The point is that we are trying to do it in foreign 
lands and we are chastised. If they do it to us, that is all right. It 
is perfectly all right and we are magnanimous about it. 

(re there any further questions ? 

Senator Morse. Thank you very much. 

The Cuatrman. We are glad to have had you here. 

We will next hear from Senator Neuberger. 


STATEMENT OF HON. RICHARD L. NEUBERGER, A UNITED STATES 
SENATOR FROM THE STATE OF OREGON 


Senator Neurercer. Mr. Chairman and members of the committee, 
I will make this statement very brief, because I wish to aflirm and 
corroborate what Senator Morse has told you about the domestic plan 
and our support of it. L know that the committee appreciates both 
brevity sometimes as well as explanation. 

i would like to submit for the record a statement which I made 
which sets forth my own reasons for supporting this plan which I made 
very briefly on the floor of the Senate on April 28. I would like to 
submit that for the record. 

The Cratrman. That will be placed in the record at this point. 

(The statement from the Congressional Record is as follows:) 


Domestic Partry PLAN FOR WHEATGROWERS 


Mr. NEUBERGER. Mr. President, it is a pleasure to be associated with my senior 
colleagne {Mr. Morse] in sponsoring 8S. 1770, the domestic parity certificate bill, 
of which he has recently spoken. 

When I was assigned in 1940 to write a series of articles about Oregon’s Sen- 
ator Charles Linza McNary, I first became acquainted with the so-called two- 
price plan for the marketing of farm products, particularly with respect to wheat. 
Senator McNary, who was a friend of mine, had sponsored snch a proposal in the 
1920's, but it was vetoed by President Coolidge after its passage through Con- 
gress in the form of the McNary-Haugen bill. Yet this illustrious Oregon Sen- 
ator continued to have faith in the idea. 

In 1954 a similar proposal, known by this time as the domestic parity certifi- 
eate plan, was discussed in the Oregon senatorial campaign. My opponent ab- 
ruptly endorsed the plan, although he had shown practically no interest in it 
during nearly 11 years in Congress. 

Friends and supporters in eastern Oregon, one of the great wheat-producing 
areas of the Nation, urged me to approve the plan, too. After talking over the 
matter with my wife one night at the height of the campaign, I decided not to 
do so. In the first place, in the midst of the campaign, | had had no genuine 
opportunity to study and analyze the domestic parity plan carefully. If I 
endorsed it under such circumstances, it would be purely a political decision 
rather than one based on the economic factors at stake. I made up my mind 
that this kind of endorsement would not be fair to me, and would not be fair to 
the eastern Oregon wheatgrowers, and to the people of the State of Oregon, gen- 


erally. 
WHEAT GROWFRS LEAGUE BACKS PLAN 
But, since the November 2 election, I have had a chance to look at the domestic 
parity plan a good deal more objectively and in less hurried and frenzied con- 


ditions. Early in December, at the Multnomah Hotel in Portland, I had a con- 
ference lasting nearly 4 hours with past and present officials of the Oregon Wheat 
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Growers League. Here in Washington, D. C., during the recent months, I have 
spent considerable time with two spokesmen for that organization, Marion T 
Weatherford, of Arlington, Oreg., and Jack Smith, of Condon, Oreg. In fact, 
I had the privilege of inviting other Members of the Senate to hear these men 
explain the domestic parity plan in terms of the problems now confronting the 
wheatgrowers of the entire Nation. The explanation of the plan by Mr. Weather- 
ford and Mr. Smith also impressed other Senators with many of the merits of 
this particular proposa 

As a result of these conferences, and because of close personal study of the 
plan, I now have decided to join with my distinguished senior colleague [ Mr. 
Morse] in sponsoring this bill providing the domestic parity certificate plan for 
wheat. 

My decision has been shaped, in part at least, by my increasing alarm over 
the general plight of argiculture throughout the United States—a plight which 
contrasts jarringly with the present boom on Wall Street in the stock market. 

In recent months the deepening agricultural crisis has increasingly occupied 
the attention of many Members of the Congress. 


INCOME OF AMERICAN FARMERS ON WAY DOWN 


Congressional committees have repeatedly studied the farm problem and 
have reported the ominous downward trend. In reporting the Agricultural 
Act of 1954 in the 83d Congress, the House Committee on Agriculture showed 
in its report on the bill a 13-percent decline in the net farm income in the preced- 
ing 2 years, while the rest of the economy reached new heights. In reporting 
a new farm bill last month, the same committee again reviewed the facts: 

“Farm prices down an average of 22 percent since 1952. Net farm income 
down 28 percent since 1947—-10 percent below 1953, with further declines 
scheduled for this year and 1956.” 

The House Appropriations Committee reports that “the cost of farmiz 
continues to increase with a 14-percent increase in prices paid by farmers 
during the past 5 years.” Farm mortage debt has nearly doubled since the end 
of World War II. 

Farmers’ share in the national income has dropped from 9.4 percent in 1951 
to 7.2 percent in 1954. 

The New York Times and other leading newspapers and periodicals have 
also drawn public attention to the squeeze on farmers’ income resulting from 
continued high operating costs in a time of falling farm prices and stringent 
acreage limitations. 

A well-documented article in the U. S. News & World Report for March 25 
reminds us of the sinister parallel with the 1920’s, when a spectacular industrial 
and financial boom obscured the early danger signals of a prolonged agricul- 
tural slump. The article states the facts with simple logic: 

“Farmers are getting less for their crops. They are being forced to grow 
less. Their costs are high. Their incomes are shrinking.” 

And it concludes that “the farm problem is worsening, now that more trouble 
lies ahead.” 

FLEXIBLE PRICE SUPPORTS NOT THE RIGHT ANSWER 

Yet President Eisenhower is offering no leadership beyond continued insist- 
ence on the so-called flexible support program—an economic wringer which 
seems designed to seek a kind of agricultural “survival of the fittest’ by driv- 
ing a substantial number of farm families to the brink of bankruptcy. But 
when we remeinber that more than 20 million Americans live on farms, and 
more than 30 million in rural areas economically dependent on farm prosper- 
ity, we see the illusion of expecting a continued boom for banks, for big busi- 
ness, for the stock market, while an agricultural depression threatens this 
one-third of the Nation. 

The crisis is particularly acute in the case of wheat. In its April issne, the 
Farm Journal poses the question, “Can we rescue wheat?’ This article, and the 
other sources I have mentioned, give us some idea of the dimensions of the 
problem. 

The carryover of wheat on July 1 will be nearly a billion bushels—as much as 
five times the amount considered a normal carryover—and $2% billion worth 
of that is held by the Commodity Credit Corporation. The carryover will 
he more than a whole year’s supply of wheat for this country, without this 
year’s crop. 
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Yet acreage restrictions, which have forced 24 million acres, about 30 percent, 
out of wheat, and reduced support percentages, give little promise for restor- 
ing order to wheat production. Rather, they add to the pressure to grow varie- 
ties which will yield the most bushels per acre, regardless of quality—to pro- 
duce more wheat, of types which no one else may want, for the No. 1 customer, 
the Federal Government. 


DOMESTIC PARITY PLAN OFFERS TEREE MAJOR ADVANTAGES 


Far from reducing these pressures, the further lowering of support levels under 
President Eisenhower's so-called flexible support program would only force the 
wheat farmer to squeeze every last bushel from each acre of allotment remain- 
ing to him, regardless of quality or demand on the commercial market. 

The 90 percent of parity support program certainly was not a perfect answer 
to the wheat farmers’ problems. But its greatest drawback—the accumulation 
of Government-owned surpluses—is continued under the President’s program 
for flexible supports, flexible only downward, without accomplishing the sup- 
posed objective of protecting the farmer. 

I believe that the certificate plan may well be the most constructive alterna- 
tive, which deserves a trial. Briefly stated, it offers the following advantages: 
‘irst, it would return the sale and purchase of wheat to the open market, 
where the price is determined by factors of quality and demand. 

Second, the resulting lower market price would make it possible for more 
wheat to moye into export, feed, and industrial uses, and thus increase the total 
overall use of wheat. 

CVhird, it would guarantee wheat farmers full parity on that part of the annual 
rop which goes into domestic human consumption. 

Finally, and most important, it should get the Government out of the business 
of buying, storing, and trying to dispose of wheat, 

The bill which may colleagues and I have sponsored is basically similar to 
subtitle D of H. R. 9680 of the 83d Congress, by which the House of Represent- 

tives last year adopted the domestic parity certificate plan for wheat. And 
the House Agriculture Committee has again this year included the plan in its 
recommendation for farm legislation to be enacted by the 84th Congress. 

This bill may not be a perfect bill. <A certificate program for wheat must be 

ted carefully into the structure of our agricultural economy, particularly in 
ation to our support programs for corn and other feed grains. Thus, it is 
contemplated that the Government would continue to make available support 
loans for wheat at a lower level, related to that for corn—yet these sup- 
port loans must not become another “‘market” for wheat, if the plan is to suc- 
ceed in ending the accumulation of surplus wheat by the Government. 

Moreover, operations under the certificate program need to be coordinated 
with the policies of our Government to cooperate with other friendly wheat ex- 
porting and wheat importing nations in seeking stability in the world market. 

For the foreseeable future, at least, it will be necessary to continue restrictions 
on wheat acreage in order to keep production within manageable limits. As 
the price of wheat is to be determined by supply and demand for different varie- 
ties in the open market, the administration of production controls to maintain 
market prices close to the support and world price levels will also have to be 
thoroughly thought out before the plan is put into operation. 





DOMESTIC PARITY PLAN MERITS FULL AND FAIR TRIAL 


I hope that these problems, as well as the obvious advantages of the domestic 
parity certificate plan will receive the careful scrutiny of the Committee on 
Agriculture and Forestry. The alarming downward trend in farm prosperity, 
to which I referred at the beginning of my remarks, shows that some action will 
have to be taken during the present session of Congress to review and revitalize 
ur agricultural programs. 

In choosing between alternative courses, we will not find a perfect solution. 
I hope that we will give the domestic parity certificate plan a thorough trial. 
There is no substitute for experience, and I am sure that the farm problems 
which may arise will be easier to solve than are those created by the present 
policies of the national administration, 

Mr. President, in conclusion, I ask unanimous consent to have printed in the 
Record as a part of my remarks an article entitled “Hottest Farm Argument of 
the Year,” from the Farm Journal, written by Herschel D. Newsom, master, 
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National Grange, explaining why the National Grange supports the certificat 
plan for wheat. 

There being no objection, the article was ordered to be printed in the Record, 
as follows: 


“Horrest FARM ARGUMENT OF THE YEAR 
“(By Herschel D, Newsom, master, National Grange) 


‘(BHprror Nore.—The Grange favors a two-price plan for wheat. ‘It will in- 
rease sales; bolster farm income; cut tax costs; and do away with acreage con- 
trols and regulations,’ says Newsom.) 

“The present wheat program is a failure, The jam it has led us into was ex- 
plained in the Farm Journal last month. 

“This is our most serious commodity problem of the generation. To continue 
iown the present road is to insure lower income and less markets for United 
Sates wheat growers 

“Flexing wheat-price supports down to 75 percent of parity is not the answer. 

“That will only lower wheat farmers’ incomes. 

“It will do litthe—or nothing—to either increase the sale of wheat or decrease 
production. 

“What is the answer then? The only sensible, workable plan that we’ve seen 
is one that organized wheatgrowers are supporting. Developed by the Grange 
several years ago, it’s called the domestic parity or wheat certificate plan. 
Actually, it’s a plan to limit effective price supports to the wheat used in the 
United States for food. 

“Remember three facts: 

“1. Your entire wheat crop (except wheat you fed or stored) would sell on 
the open market—at whatever price your quality, variety, or type of wheat would 
bring. The better grade wheat would naturally bring more. 

“2. Selling on the open market at prevailing prices would also eliminate the 
eed for extensive program policing or segregation of wheat. 

“3. You'd get certificates—and price supports—on your proportionate share of 
the wheat crop used for food (to be estimated each year by the Secretary of 
\griculture). You'd get this support by cashing the certificates. 

“Bach wheat farmer would then adjust his own acreage—by deciding how 
much unsupported wheat he wanted to raise above his share of the supported, 
iomestic food market. 

“As time went on, you'd get more, or fewer, certificates, depending on whether 
vou raised or lowered your production. Farmers who raise the better quality 
wheat, or raise it more cheaply, would be more likely to increase output. Thus 
we would be using the historic function of price to change production patterns 
vecording to efficiency and ability. 

“The Secretary of Agriculture would set a floor price through a stop-loss wheat 
loan designed to prevent dumping on the world market or on our own feed 
market. He’d set this floor by taking into account the feed equivalent value of 
wheat in the United States States and the probable world market level 

“Such a floor would be temporarily necessary because of the sheer size of the 
present surplus. In fact, it would be necessary no matter what kind of a wheat 
program we have. Acreage controls would also be continued for a while for the 
Same reason, but they could soon be abandoned. 

“There are several advantages to this plan: 

“Wheat income would be as high or higher than under any other program 

“Production controls would be greatly minimized—eventually eliminated so 
that farmers would use their own judgment to adjust production. 

“Livestock and poultry farmers could grow their own feed wheat, even sell to 
each other. 

“People might pay a higher price temporarily for their cereal products, but 
this would be offset by progressively eliminating the Government expense of the 
present program. 

“Tt would lead to greater farm efficiency and better conservation. 

“Because of the competitive prices more wheat would be sold for feed in 
foreign trade and for new uses. 

“Tt would get the Government rapidly out of the business of handling, buying, 
selling, and storing wheat. Private trading would take over. This is the way 
to expand markets. 
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“Yes; bigger markets are there. We can gradually recapture and expand 
slobal markets. We used to export a third of our crop: now we export only 
when the rest of the world doesn’t have wheat to sell at our Government’s sup- 
port price minus subsidy. 

Whe at has been priced out of the feed market. By allowing wheat to sell at 
soing prices, it will take its normal place in all secondary markets instead of 
going into Government storage. 

Some corn growers argue against this program. Actually, they have little to 
worry about. The stop-loss price floor would take care of this. Besides, wheat 
ever was, and never will be, a serious feed-grain competitor of King Corn. 

“Corn outyields wheat by far. It can be raised for less. 

“And when wheatgrowers are asked to take the competitive price for nonfood 
wheat, a lot of them are going to grow something else. 

To sum up, wheatgrowers, in order to share world and feed markets, may do 

f 5 things: 

“1. They may flex the price of all United States wheat down to the world 
level—about $1.50 to $1.60 per bushel (which amounts to practically no wheat 
price support program at all). 

‘2. They may continue to subsidize—at 60 cents on up—aill export wheat. This 
is bound to lead to still further losses in world markets because of governmental 
stagnation of sales. 


3. They may develop some kind of domestic parity, or self-financing two-price 
plan, to protect the income of wheatgrowers—while making it possible for them 
to compete for secondary markets. 

This is not a cure-all. It will, however, put wheat into use instead of into 
storage. And it’s a part of the commodity-by-commodity approach so necessary 
for improving the farm program—and it needs to be done now.” 

Senator Neupercer. I would like to emphasize the four reasons 
which I believe are the main advantages of this program: First, it 
would return the sale and purchase of wheat to the open mar ket where 
the price is determined by quality and demand; second, it would 
result in lower market price which would make it possible for more 
wheat to move into export and industrial uses, and thus increase the 
total overall use of wheat; third, it would guarantee wheat farmers 
full parity in that part of the annual crop which goes into domestic 
human consumption; and, fourth, Mr. Chairman. and most impor- 
tantly, it shoul! got the Government out of the business of buying, 
-toring, and trying to dispose of wheat. 

Along the line of what Senator Humphrey said, to show you that 
great minds think alike- 

Senator Humrnrey. Thank you. I will accept that. 

Senator Neusercer. When I made this brief talk on April 28, I 
pointed out that under the present program there is a compulsion on 
our wheat farmers not to grow the quality wheat that our country 
needs and has needed for nutrition, but just to grow a vast amount of 
wheat to put into Government storage. 

The Cuarrman. Why do you say “compulsion”? 

Senator Neupercer. I do not mean “compulsion”; but the existing 
situation induces it. 

The CHarrmMan. You mean it encourages it ? 

Senator Nrupercer. Yes. 

The Cuatrman. That is right. That is why this bill that I am 
speaking of will encourage the production of salable wheat, so that 
the farmer can get a better price for his product. Tk cnow that in manv 
parts of this country since this program has been on the statute books, 
farmers have made up their minds that they do not care if the millers 
want it or not, so long as they have Uncle Sam to buy it from them. 
That is the attitude many have taken. 
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So it strikes me that we can in connection with this bill and others 
be able to work out a plan that would be acceptable to the Senate, as 
well as the White House. 

Senator Humpurey. May I just amend your statement to say that 
many of the Johnny-c ome-late lies, and sidewalk farmers, have done 
that kind of planning. I have gone to the family farms and have 
heard farmers say exactly what you have said in terms of people who 
have a history of farming as a family, where they have witnessed the 
quality of their production in which they take as much pride as a 
craftsman takes in the quality of his cabinetwork or of his toolmaking, 
and they have witnessed people come in who live in a inesropolitan 
area, who have purchased huge tracts of 1 und, removed the buildings, 
and plowed it up and pl: anted it into substandard low-grade commod- 
ities in order to participate in what they call the support program. 

I have felt this very keenly. Our people in our State as in Oregon 
and in Washington, in these wheat-growing areas, they are lifelong 
farmers, and they take a pride in their farming and their production, 
and they resent a stock-market operator or a successful broker or a 
loan agent or somebody else who decides that he will be a big farmer, 
who does not know the difference between the corncob and the ukulele. 
but who decides to become a great producer all at once, and thereby cuts 
into the legitimate ch: innels ¢ of commerce. 

Senator Neunercer. And often by coming into an area it sets up a 
pattern which induces or encourages people in that area to reduce 
their quality. They see him putting into storage enormous quantities 
of wheat with no regard to the quality. 

The Cuarrman. They take the attitude that if he can do it, why 
cannot 1? 

Senator Morse. Surely. 

Senator Nevsercer. Right. 

The Cuarrman. That has developed in the last 10 or 12 years. 

Senator Neupercer, I said that acreage restrictions, which enforce 
24 million acres or about 30 percent out of wheat and reduce support 
percentages, gives little promise for restor ing order to the wheat pro- 
duction, but rather adds to the pressure to grow varieties which will 
yield the most bushels per acre, regardless of quality. 

It. will produce more wheat of types which no one else may want, 
except the No. 1 customer, the Federal Government. 

And the lifelong farmers, the people who have inherited their land 
and who have tried in their land and in their farming to do well, they 
dislike to see that, but as the chairman pointed out, the “y see this other 
fellow coming in, just storing this vast amount of whe: at that no house- 
wife wants on her shelves, or no baker wants. 

It is a very bad situation. 

I just want to say, Mr. Chairman, that I am not going to reiterate 
what Senator Morse set forth so clearly, except to corroborate it. 

Thank you for your patience in listening to us. 

You will remember this, I think, where the others may not. I re- 
member first hearing about this plan from Senator McNary, who was 
a friend of mine and a kind of political mentor when I was a pie al 
science student in college. Of course, you served with him. And Sen- 
ator Morse knew him well. 

He used to talk about this. He felt that President Coolidge made 
a great mistake. I remember his telling me this at his farm near 
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Salem. He stated that he made a great mistake, he felt, in vetoing 
the McNary-Haugen plan, which embodied this. I remember this 
very well. He was sitting there on the lawn. He liked to sit on the 
lawn, in his shirt sleeves, with great big cuff links. And he used to 
put his arms like that [illustrating]. 

I remember him sitting there “and saying, “Everything Coolidge 
said about the mistakes in the plan is right. “The only thing Coolidge 
did not say was that he had no plan.” 

And this, at least, was some plan that should have been tried. I can 
remember his saying that. 

So I thank you again very much, Mr. Chairman, for allowing us to 
come today. 

The CuatrMan. Are there any further questions? If not, I wish to 
thank you both on behalf of the committee. I wish to say that we 
have present Mr. Don Paarlberg, assistant to the Secretary of Agricul- 
ture and also Mr. William Shoefner, with the De ~partment’s Price Di- 
vision. I wish to invite them to attend all future hearings, to make 
notes. I also wish to say that all of these hearings are acc essible to the 
Department. I wish you would prepare } yourselves so that when your 
turn comes to be heard, that you can criticize or add to whatever has 
been said by witnesses. 

Mr. Paartrere. Thank you very much. 

Senator Humpurey. May I just add an additional point of inquiry ? 

Maybe it would be best interpreted as a request. JT think that our 
representatives here from the Department of Agriculture have wit- 
nessed a grave concern about our overseas sales programs. There is a 
lot of nore talk about it. I only speak here as 1 citizen and 1 
Senator. I do not say that we have all of the facts at our fingertips. 
You will be very helpful to us as we go along if you can give us direc- 
tion and information on this overseas program, how you think it might 
best work. 

I have been working, as Senator Morse pointed out—and Senator 
Morse was in this discussion the other day in the committee, and Sen- 
ator Barkley and Senator Mansfield, as well as others—on section 
402 of the Mutual Security Act, and its relationship to Public Law 
480. I know a great amount of work has been done to try to work 
out the difficulties, or any conflicts of interest. Just from the point 
of what I call the process of osmosis—that is the way I get a lot of 
education—just by hearing about it. If you can constantly remind 
us as we go along in the hearings of any way that we can better im- 
prove this program, I think you will find those helpful suggestions. 

I think this committee is unanimously agreed that this is an area 
that needs to be emphasized, this whole overseas foreign. sales pro- 
gram, disposal of the products that we have—not the products that 
are wasted or that are spoiled. I am not talking about spoilage, but 
I am speaking of salable goods. 

Mr. Paartperc. We will be glad to give you what information we 
can. 

Senator Humpurey. Keep me personally in mind on any docu- 
mentation or memoranda that you have—I would like to have it. 

Mr. Paartperc, Thank you. 

Senator Morse. May I simply take this opportunity to say. this 
for the record? I think so frequently that we Senators appear be-- 











PRICE-SUPPORT PROGRAM QT 


fore a committee such as this and we speak our minds on these sub 
jects, and we seldom are duly appreciative, 1 feel, of the staff work 
that has gone into our presentation, and both on the part of the com- 
mittee and on the part of our own staffs; and, therefore, I want the 
record to show that I deeply appreciate the cooperation that my 
office has received from the staff of this committee. And I want to 
say to Senator Neuberger that I am deeply appreciative of the co 
operation that we have received from his office staff, because his staff 
and my staff, plus these organizations that are sponsoring this bill, 
have worked together on this matter. We really presented to you 
today their joint efforts, as well as our own judgment on this, Mr. 
Chairman. 

The CuHatrMan. I wish to say, Senators Morse and Neuberger, 
when the time comes to hear the Department, you will be invited to 
be present, and to hear what they have to say and to ask questions, 
to get a full picture of the whole matter. 

Senator Morse. Thank you. 

Senator Nevusercer. Thank you. 

The CuatrmMan. The committee at this point will stand in recess 
until 10 a. m., Friday, June 3. Due to the pressure of much other 
work on my own part, as well as on the part of other members of the 
committee, it will not be possible for us to have hearings on this sub- 
ject every day, but we will do the best we can, considering the load 
of work that we have. 

We will stand in recess at this time. 

(Whereupon, at 12:10 p. m., the committee recessed, to reconvene 
at 10 a. m., Friday, June 3, 1955.) 
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FRIDAY, JUNE 3, 1955 


Unirep States SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, iy ¢. 

The committee met, pursuant to adjournment, at 11 a. m., in room 
324, Senate Office Building, Senator W. Kerr Scott presiding. 

Present: Senators Scott, Aiken, Thye, and Hickenlooper. 

Senator Scorr. The hearing will come to order. 

I believe, Mr. Marshall, you are the first and only witness this morn- 
ing; is that right? 


STATEMENT OF CHARLES MARSHALL, PRESIDENT, NEBRASKA 
FARM BUREAU FEDERATION, ELMWOOD, NEBR., REPRESENTING 
THE AMERICAN FARM BUREAU FEDERATION 


Mr. Marswaru. Mr. Chairman, that is right. 

I have two staff members with me of the American Farm Bureau 
Federation, Mr. Woolley and Mr. Lynn, whom I may call on for some 
technical assistance. 

I would like to say, first, that I am a wheat farmer in Nebraska. 
I have farmed wheat in that State for the past 30 years commercially, 
that is, in western Nebraska. I am at the present time president of 
the Nebraska Farm Bureau Federation. 

The American Farm Bureau Federation appreciates this oppor- 
tunity to discuss the wheat situation and possible means of improv- 
ing it with you. 

There is no question but what wheat and wheat farmers are in seri- 
ous trouble. As a preliminary to my remarks, I would like to place in 
the record a number of statistical facts that help to illustrate the 
seriousness of the situation we are facing with respect to wheat 

Facts on the wheat situation : 

In 1944, a war year with no production controls, we grew 66,190,000 
acres. In 1953, without controls, we grew 78,789,000 acres. The in- 
crease from 1944 to 1953 was 19 percent; 8 States (Illinois, Michigan, 
Mississippi, Arkansas, Idaho, Wyoming, Colorado, and Utah) i 
creased acreage more than 50 percent. 

The 1954 allotment was 62 million acres (plus increases authorized 
in durum wheat acreage). The cut from 1953 acreage was 21 percent. 

The 1955 and 1956 allotments are the legal minimum of 55 million 
acres (plus increases authorized for the summer fallow area and for 
durum wheat). This is a cut from the 1954 allotment of 11 percent. 
It is a cut from 1953 acreage of 30 percent. 

64440—55- 
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Average wheat exports for the crop years 1937-41 (a period exclud- 
ing the bad drought years) were 63.8 million bushels. 

Those statistics do outline the fact of how many acres of wheat we 
had back in 1944 and the increase that took place from 1944 to 1953, 
which is as noted, 19 percent. It also contains the fact that there are 
8 States who increased their acreage over 50 percent. And at the 
present time our acreage allotments are 30 percent reduced from that 
particular point. 

The figures are self-explanatory, and I believe that I need not spend 
any more time on them. 

In 1948-49 exports hit an all-time high of 504 million bushels, 
1950-51 exports were 366.1 million bushels, 1951-52 exports were 475.3 
million bushels, 1952-53 exports were 317.8 million bushels, 1953-54 
exports were 216.5 million bushels, 1954-55 estimated exports are 
250 million bushels, 

Domestic consumption has been relatively stable: 

Food: 1939-40, 492.4 million bushels ; 1950-51, 503.4 million bushels; 
1951-52, 497.3 million bushels ; 1952-53, 489.5 million bushels; 1953-54 
estimate, 488.5 million bushels. 

Feed : 1939-40, 101.1 million bushels; 1950-51, 102.7 million bushels; 
1951-52, 92.2 million bushels; 1952-53, 118 million bushels; 1953-54 
estimate, 60.3 million bushels. 

Seed: 1939-40, 72.9 million bushels; 1950-51, 87.4 million bushels; 
1951-52, 87.3 million bushels; 1952-53, 83.3 million bushels; 1953-54 
estimate, 70.2 million bushels. 

Total: 1939-40, 666.4 million bushels ; 1950-51, 693.5 million bushels. 
1951-52, 676.8 million bushels; 1952-53, 695.8 million bushels; 1953-54 
estimate, 619 million bushels. 

That table just presented indicates the domestic consumption and 
how it has remained relatively stable during that period of time. 

The carryover has been rising: July 1, 1952, 255.7 million bushels; 
July 1, 1953, 562.5 million bushels; July 1, 1954, 901.9 million bushels; 
July 1, 1955, estimate, 1,000 million bushels; July 1, 1956, estimate (as- 
suming exports and domestic consumption continue at estimated 1954— 
55 rate), 958 million bushels. 

As of March 1, 1955, the CCC’s commitments on wheat were approxi- 
mately $2.6 billion on 1,058 million bushels. 

We have been subsidizing wheat exports under the International 
Wheat Agreement : 

1949-50, bushels exported under agreement, wheat agreement years, 
162,833,000, fiscal years, 141,427,047; average subsidy 55.1 cent; total 
subsidy payments $77,931.748. 

1950-51, bushels exported under agreement, wheat agreement years, 
248,908,000, fiscal years, 265,778,793; average subsidy 67 cents; total 
subsidy payments $178,179,517. 

1951-52, bushels exported under agreement, wheat agreement 
years, 255,266,000, fiscal years, 254,787,626; average subsidy 65.5 cents; 
total subsidy payments $166,928,526, 

1952-53, bushels exported under agreement, wheat agreement years, 
251,127,000, fiscal years, 256,140,534; average subsidy 54.3 cents; total 
subsidy payments $138,990,015. 
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1953-54, bushels exported under agreement, wheat agreement years, 
106,511,000, fiscal years, 84,255,771; average subsidy 50.8 cents; total 
subsidy payments $42,768,606. 

Our present wheat agreement quota is 194 million bushels. 

In late May 1955, export subsidy payments on both agreement 
and nonagreement export sales were running 67 to 78 cents per bushel ; 
1954-55 wheat support price is $2.24 per bushel; the indicated 1955-56 
support price (8244 percent of par ity) is $2.06 per bushel. Minimum 
and maximum pr ices under the International Wheat Agreement. are 
$1.55 and $2.05 per bushel. Estimated current price under the Inter- 
national Wheat Agreement is $1.78 per bushel. 

(These agreement prices are for No. 1 Manitoba Northern Wheat in 
store at Fort William-Port Arthur. ) 

(Most United States wheat exports are considerably below this price 
due to quality differences. ) 

Wheat exports have benefited from foreign aid funds. 

Percentage of bread grain exports (wheat, flour and rye), by value 
financed by foreign aid allocations, fiscal years, 1950-51, 43 percent ; 
1951-52, 32 percent; 1952-53, 19 percent ; 1953-54, 35 percent. 

I have two tables showing that total supplies continue large despite 
quotas and drought damage to the 1954 crop, and that wheat produc- 
tion has increased in other countries. 

(Tables referred to are as follows :) 


Total supplies continue large despite quotas and drought damage to the 1954 crop 
Million bushels] 


| | 
Carryover Production Imports | Total supply 


1952-53. - - - 255. 7 1, 299.0 21.6 1, 576. 2 
1953-54....... aw 562. 5 1, 169. 5 5.5 1, 737. 5 
1954-55. 901.9 969. 8 3.0 1,874.7 
1955-56 estimate __ 1, 000. 0 830. 0 3.0 1, 833. 0 


Wheat production has increased in other countries 


{Million bushels] 


Total, Total, all 
Canada, countries 

Canada | Anstra- Argen- ‘Australia, United other 

lia tina and States than 

Argen- United 

tina States 
1948 _. 386. 3 190. 7 191.0 768. 0 1, 294. 9 5, 100. 1 
1949__. 371.4 218. 2 189. 0 778. 6 1, 098. 4 5, 086. 6 
1950__. 461.7 184. 3 213.0 859. 0 1,019.4 , 800.6 
1951... 552.7 159. 7 77.2 7389. 6 980. 8 5, 484.2 
1952_. ! 687.9 199. 0 280. 5 1, 167.4 1, 299.0 6, 121. 

1953....---- ‘ 614. 0 198. 0 227.8 1, 039. 8 1, 169.5 6, 140 
1954, estimated... i 298.9 166. 6 275. 0 740. 5 969. 8 5, $55.2 


Mr. Marswari. That table gives you the information pertaining 
to what has happened in other countries during this period of time 
from 1948 up through 1954, in Canada, Australia, Argentina, and the 
United States, with totals for all of the countries, which indicates 
some substantial increases during the 5 years, that is, during that 
period of time. 
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World trade in wheat and fiour has declined but United States 
exports have dropped far more than the world total : 


United States 


. P tee States 
World exports United States exports as a 


of wheat and exports , a 
flour (million (million e a i 

bushels) bushels) the work 

total 
Year beginning July 

1947 939 486 51.8 
1948 YR6 504 51.1 
1949 825 299 36.2 
1950 938 366 39.0 
1951 1,066 475 44.6 
1952 OSS 318 32. 2 
1953 852 217 25. 5 
1954 (estimated) - - . 3a 250 28.0 


The latest available statistics on the production, supply and disap- 
pearance of wheat are as follows: 











Million 
bushels 
Stocks, July 1; 1954.....-..... bok ital ahdctl & en teens wat elie 902 
PROMOTION, Detect his Succi pentose a se ee RR aa Me oe ed 970 
Estimated 1954-55 imports__- ; ieee Jaw aa aay ene ES 3 
Total 1064-55 supply.._.._..i- 222i sini od baxsedes aia’) 875 
Metimated, I066-Gt): GOT this. dts chad ~aticisnd2nseb ood penn aes 250 
Estimated 1954-55 domestic disappearance____-~- win mereTts venieiath 6: 
Estimated total 1954-55 disappearance_-_ = _ e 875 
Estimated stocks, July 1, 1955______~- archaea aistpue abate tock <ucaintinaalge pubis, Age 
Hstimated 1955 production (May crop report) aceciisiiblitbicatiets " scala so Deets 830 
Bstimated 1955-56 imports._....2.2.....-........_.. EEE: ilies 3 
Betemated total 27G0-00 SWHINy oo bie ds ce Lu Fy S88 


That is about what it totals up, if you will refer back to the figures 
that indicate what our food consumption is in the United States 
annually. 

From these statistics you will see that we currently have markets for 
only 875 million bushels of wheat per year—the total market—but that 
we will have a carryover of 1 billion bushels on July 1 plus a new crop 
that is estimated at 830 million bushels. Thus, we have an extra year’s 
supply of wheat. Acreage has been reduced to the point where there 
is some doubt that producers will approve quotas for 1956. Yet, we are 
still producing almost as much wheat as we need to supply present 
markets. 

A closer examination of the situation reveals that the right to pro- 
duce wheat is being transferred away from the United States and 
away from the areas of greatest comparative advantage within this 
country. 

Let me give you a few examples of what is happening: 

The United ‘States seeded acreage of wheat increased 19 percent 
from 66.2 million acres in 1944 to 78.8 million acres in 1953. Kansas, 
the most important wheat State, increased its acreage only 8.4 percent 
during this period, while North Dakota, the second most important 
wheat State, increased its acreage only 2.2 percent. The 1955 national 
wheat allotment represents a reduction of 30 percent from 1953. 
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Kansas has a 1955 allotment approximately 27 percent less than its 
1953 seeded acreage, and North Dakota has an allotment approxi- 
mately 29 per cent below its 1953 acreage. Thus, it will be seen that 
the two principal wheat States increased their wheat acreage far less 
than the national average from 1944 to 1953, but havi been forced to 
take almost the national average cut from their 1953 production. The 
farmers of Kansas and North Dakota have lost a substantial part of 
their right to grow wheat to farmers in other areas who would prefer 
to grow other things if it were not for the incentive provided by 90 
percent of parity price supports for wheat. 

Table I makes similar comparisons for all 48 States, wheat acreage 
in 1944 and 1953, and wheat allotments for 1954 and 1955, by States, 
with comparisons. 

(Table I is as follows:) 

TABLE I.—Wheat acreage in 1944 and 1953, and wheat allotments for 1954 and 
1955, by States, with comparisons 

















Acreages seeded for Percentage 
harvest in (thousand | Percentag Acreages reduction, 
acres change allotted 1955 allot- 1953 seeded 

from 1944 in 1954 ment (acres acres to 

to 1953 (acres 1955 allot- 
1944 1953 ment 

Alabama ons . 25 26 +-4.0 13, 208 49. 2 
Arizona 26 25 3.8 18, 612 25. 6 
Arkansas 65 | 115 +76. 9 37, 141 67.7 
California 596 626 +5. 0 7 23. 7 
Colorado ‘ 1, 658 4,003 +141.4 2, 674, 556 33. 2 
Connecticut 743 
Delaware 68 54 20. 6 42. 895 20.6 
Florida ’ Pe pak ’ 5 
Georgia one 228 173 24. 1 101, 52% 41.3 
Idaho 1, 137 1, 836 +61. 5 1, 154, 995 37.1 
illinois 1, 334 2, 165 | +62.3 1, 355, 667 | 37.4 
Indiana 1, 292 1, 665 +-28. 9 1, 153, 205 30. 7 
Towa_.... 4 149 152 +2.0 138, 040 9.2 
Kansas wae 13, 210 14, 315 +8.4 10, 496, 070 26. 7 
Kentucky 496 421 —15.1 205, 572 | 51. 2 
Louisiana - ‘: 9 ‘ 2,478 |. 
Maine 1 ia —100.0 1,533 |_.-- - 
Maryland 395 269 —31.9 203, 953 24. 2 
Massachusetts bee co ; 747 |... sie 
Michigan 1, 524 +-60. 6 1, 093, 618 OR5, 854 35.3 
Minnesota 1, 056 —20.3 949, 255 90, 138 | 25. 2 
Mississippi. 66 +-164. 0 27, 791 19, 484 70.5 
Missouri 1, 702 +15.6 1, 311, 848 1, 122, 346 } 84.1 
Montana 6, 185 +37. 2 4, 632, 152 4, 025, 438 34.9 
Nebraska 4,471 +24. 7 3, 662, 384 3, 206, 508 | 28.3 
Nevada 19 +18.8 15, 953 13,481 | 29. 0 
New Hampshire ; 108 89 a 
New Jersey.-.-- 107 4-42. 7 63, 798 57, 198 | 46.5 
New Mexico--.-- } 631 +36. 3 502,740 446, 660 | 29. 2 
New York Sa 479 +37. 2 343, 950 318, 849 33. 4 
North Carolina. 449 —20,8 320, 387 285, 227 } 36. 5 
North Dakota 10, 333 +2, 2 8, 254, 412 7, 349, 025 | 28.9 
Ohio 2, 409 +24. 4 } 1, 758, 376 1, 508, 860 | 33.6 
Oklahoma 6, 966 +25. 4 5, 245, 76 4,775, 108 | 31.5 
Oregon sual. 1, 270 4-29. 6 799, 603 | 37.0 
Pennsylvania.-. S84 —5.0 723, ( 064 639,371 | 27.7 
Rhode Island ; oe 714 648 | 
South Carolina. -._.-- 262 215 —17.9 157, 178 134, 101 | 37.6 
South Dakota 3, 254 3, 818 +-17.3 3, 164, 666 2, 775, 563 | 27.3 
Tennessee 423 353 —16.5 212, 615 | 198, 256 | 43.8 
Texas___. 4, 951 5, 438 +9.8 4, 817, 377 4, 203, 735 | 22, 7 
Utah-...- j 298 464 +55, 7 359, 969 317, 337 31.6 
Veeents st... ossdccs ‘ eee Se eS oapdhhul 428 eG 4..,-444..--- 
OF  iiekbaBn a eesn 539 393 —27.1 | 318, 700 | 276, 262 | 29.7 
Washington - - 2, 485 3, 102 $24.8} 2,264, 914 2, 029, 400 | 34.6 
West Virginia. _-_. s 102 67 —34.3 | 56, 462 42, 936 35. 9 
Wisconsin. - 69 72 +4.3 73, 485 54, 519 | 24.3 
W yoming...._____....-. 282 | 471 +67.0 | 338, 590 | 289, 530 | 38. 5 
United States___..-.. 66, 190 78, 789 +19.0 | ! 62,000,000 | 255,000, 000 30. 2 





1 Includes reserve of 1,143 acres. 
2 Includes reserve of 165,000 acres. 


Source: American Farm Bureau Federation, Chicago, Il. 
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Mr. Marsnarn. I think that we might touch on a couple of these 
States, 2 or 3 of them. 

We will take Kansas, for example. The 1944 acreage is 13,210,000. 
In 1953 it was 14,315,000. They had a percentage increase during 
that period of time of 8.4 percent. 

Now, the allotments in 1954 were 11,874,832 acres, and for 1955 it 
was 10,496,070, or a reduction of 26.7 in their production. 

North Dakota had 10, 107,000 acres in 1944, and they went to 
10,333,000 for 1953, or only 2.2 increase during the period from 1944 
to 1953. 

And if you will follow the figures across, they reduced in 1955 to 
7,349,025, or 28.9 percent reduction, when they only had an increase 
of 2.2 percent. 

There are some other outstanding examples. 

For instance, Colorado, in 1944, had 1,658,000, and in 1953 they 
went to 4,003,000. They had a 141.4 percentage increase. They were 
reduced in 1955 to 2,674,556, as compared to 1,658,000 in 1944, or 
they took a 33.2 percent reduction from their peak, as compared, for 
example, to North Dakota, that took a 28.9 percent reduction with 
only a 2.2 increase. 

Senator Scorr. I would like for the benefit of myself personally— 
these other Senators are better versed on this than I am—to say this: 
What you are advocating is, perhaps, a two-price system in which 
the domestic allotment is so much for domestic use, and for the 
foreign use, to sell wheat at the world price, whatever you can get? 

Mr. Marsuaty. We are not recommending that. 

Senator Scorr. You are not recommending that ? 

Mr. MarsHauu. No, sir. 

Senator Scorr. What is the difference between what is being ad- 
vocated on the two-price system and the old McNary-Haugen Act? 
I remember that as a kid. 

Mr. Marsuartt, We will get into that in this testimony a little later, 
which will indicate what the comparisons are. 

Senator Tuyrr. I wonder if Mr. Marshall would mind another 
question at this point: Have you any suggestion how we can assist 
in bringing Colorado, for example, out of the problem that it faces? 

There is legislation pending that would propose to take some of 
that land out of a tillable state and put in back into grass, but at pres- 
ent with an adverse report from the Department of Agriculture, we 
can get no action on legislation that would help bring that about, or 
bring about a correction there. 

Have you any suggestion? It is obvious that here lies some of 
the problem in the increased acreage, or the increase in wheat produc- 
tion. A State that had been growing wheat would be one of the 
predominant wheat producing States and would not have necessarily 
contributed to increased acreage. 

Minnesota got a minus in its acreage. 

Mr. Marsuauu. That is right. It is the other extreme. It made 
a 20 percent reduction from 1944 to 1953, and a combination of 
rigid supports and controls has forced, by law, a further 25 percent 
reduction even from that figure, which means a 45 percent reduction 
from their 1944 figures. 
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Senator Ture. That is right. Therefore, I say, have you any sug- 
gestion as to what can be done in the Colorado area? There we have 
a dust bowl; not today, because they have had rains, but you have 
had a Dust Bow] there this spring. 

Mr. Marsuaty. That is right. The Dust Bowl conditions are tem- 
porarily relieved and only temporarily, because of the nature of the 
soil in that particular area. 

Senator Ture. How do you correct it? 

Mr. Marsuauy. The situation has been aggravated and brought 
on by a price incentive which encourages the plowing up of many, 
many acres of land which should have been left in grass in the first 
place. : 

Consequently, it is the result of a pricing incentive which caused 
people to plow up extensive acreages to place them into wheat. 

Senator Trurre. How do you answer the question of why some of 
these States have reduced when the price incentive is such an influ- 
encing factor ¢ 

Mr. Marsuauu. You had a pricing program that was broader than 
just wheat. You have in Colorado an area that produces wheat almost 
primarily. You cannot produce in Colorado many of the things that 
are produced in Minnesota, for example, because of the difference in 
the rainfall, geographical location, altitude, and many other things. 

So you get an exaggerated situation in Colorado with cheap land 
and the ability to produce wheat out there considerably different. 

So the incentive on wheat worked there where the incentive on 
something else might have worked in Minnesota to a more or less 
different degree, because of the difference in the States. 

If you have a plan which proposes to do anything other than remove 
some of this price incentive, for example, if you hope to get into a 
method of paying farmers to put this ground back into grass, then you 
run into some difficulties in having it flexible enough to provide a 
different situation in Minnesota or in many of the other States. 

There are several of them that are in the same position. 

West Virginia, for example, had a 10-year reduction of 34 percent 
reduction from 1944 to 1953, and then an additional 35 from that, 
which is probably the extreme on the other end of the scale. 

So that it would work equally well in each place. It is almost 
necessary that you provide some sort of a plan that lets the farmer 
make the decision, rather than attempt to do it by legislation. 

Not only are the more efficient and better adapted producing States 
losing the right to produce wheat, but this right to produce is being 
unfairly redistributed within States. For example, within Kansas 
the right to produce wheat is being transferred from west to east— 
from the part of the State that really depends on wheat for its farm 
income to an area that has many alternatives to wheat production. 

That same thing is true in Nebraska, because we do in Nebraska 
have an increase in the acreage in eastern Nebraska over western 
Nebraska, because of this switch. 

I might give you a personal example of some men in my Sunday 
School class back 3 or 4 years ago. I asked the question one day— 
there are nine men—How many of you fellows raise wheat?” — 

That may sound like a strange thing for a Sunday School to be 
discussing, but nevertheless we talk about a lot of things.” We were 
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discussing this farm program situation. At that time there were 
2 out of the 9 who were planting wheat. One of them planted 9 acres 
and one planted 12 acres. 

Last year all 9 of them had 15 acres each. 

Senator A1rkEN. Then your reduction here of 28.3 percent in acreage 
in Nebraska means that probably there was a greater reduction in 
the west part of Nebraska and less than a 28.3 percent reduction in the 
eastern part? 

Mr. Marsnauu. That is right. 

Senator A1keN. That being the average for the whole State? 

Mr. Marsuaru. That is right. 

Senator Aiken. In other words, your wheat counties took the big- 
gest reduction ¢ 

Mr. Marsuaty. They took the biggest rap; that is right. 

While the United States is cutting down production in the high- 
quality, efficient-producing areas, other countries of the world are 
expanding their acreage devoted to wheat. The average acreage 
harvested in the United States in 1945-49 was 71 million acres. This 
was reduced to 54 million acres in 1954. Europe harvested an average 
of 66 million acres in the years 1945-49. This was increased to 73 
million acres in 1954. Asia’s 112 million acres was increased to 133 
million acres. Africa increased 4 million acres. South America 
increased 4 million acres. Thus, while we reduced 17 million acres, 
the rest of the world increased 74 million acres. 

Quality is a serious problem: By basing our price-support program 
on a grading system which permits wide tolerances and fails to recog- 
nize milling and baking quality we have encouraged the production 
of low-quality wheat. The export of wheat that has been “loaded” 
to take advantage of the maximum tolerances permitted in the grade 
standards has lowered the reputation of United States wheat in 
foreign markets. 

[ have had personal contact with that in a cooperative mill in Cape- 


town, South Africa, just about a year ago now, in which I saw wheat 
that had the origin port of Garden City, Kans., that had been “loaded” 
to the maximum ene 

Senator ArkeN. With wheat from other areas? 

Mr. Marsway. It had a little white club wheat. There is quite a 
distance between where those two kinds are produced. Not only 
mixed as to varieties, but also loaded with foreign material. 

Quality has even become a serious factor in domestic markets. Even 
now, when we have an extra year’s supply of wheat, we apparently 
have a shortage of the kinds of wheat our domestic millers and bakers 
most desire. Kansas again provides a good example. At one time, 
Kansas was noted for its high quality wheat, but it is reported that 
Kansas millers now are finding it necessary to go to other States for 
25 to 50 percent of their requirements in order to produce a satis- 
factory flour. 

They have been buying considerable wheat in west Nebraska. 
Burris Mills, who operate in Kansas have been buying wheat heavily 
in the western part of Nebraska. 

The time has come when we must face up to the realities of the 
situation that has been created—or at least aggravated—by continu- 
ing an incentive price-support program into a period of falling export 
demand for United States wheat. 
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We are now going to get into a discussion of the subject, Senator 
Scott, that you mentioned. 

The multiple-price plans: We understand that the committee de- 
sires to explore the possibilities of a multiple-price plan for wheat. 
Such plans are not new. The McNary-Haugen proposals of the 
1920's were two-price plans. The certific ate plan which is now before 
this committee as S. 1750 is the latest in a long series of such bills 
which date back at least 15 years. 

The basic objective of all such proposals is to divide the wheat mar- 
ket into a primary market which would be charged a parity or near- 
parity price, and one or more secondary markets which would be sup- 

plied at lower prices. For example, the certificate plan probably 
st result in a three-price program with separate prices for wheat 
that is (1) used domestically as human food, (2) used domestically 
for feed, seed, or industrial purposes, or (3) evhated Of course, 
the mechanics of the plan are such that all wheat would move through 
United States trade channels at one price with variations for class, 
quality, and location: however, the actual cost of acquir ing a bushel 
of United States wheat would vary between purchasers in accordance 
with the use that is to be made of it. 

Under this plan, wheat producers would be given marketing certifi- 
cates for the estimated proportion of each year’s wheat crop that is 
consumed domestically as human food. Processors would be required 
to buy such certificates in proportion to their use of wheat in prod- 
ucts destined for domestic human consumption. The value of such 
certificates would be determined by the Secretary of Agriculture on 
the basis of his estimate of the amount. by which the parity price of 
wheat will exceed the average farm price for the year. Thus, wheat 
producers would be assured of something approximating parity for 
a percentage of their wheat crop, equal to the percentage of the total 
wheat production that is consumed domestically. Certificates would 
not be required for exports or nonfood domestic uses, and refunds 
equal to the value of the certificates involved would be made where 
wheat products are exported. 

The plan also calls for price-support loans with the level of the 
loan to be based on a number of factors including the relative price- 
support levels of corn and other grains taking account of differences 
in feeding values, and the provisions of the International Wheat 
Agreement. In the event consideration of these factors resulted in a 
domestic support price above the world price, export subsidies would 
be necessary so we would wind up with separate prices for food wheat 
feed wheat, and export wheat. 

We are opposed to the certificate plan and all other multiple-price 
plans that have thus far been brought to our attention with respect 
to wheat for the following reasons: 

(1) We doubt that any ‘multiple- -price plan thus far proposed could 
pr aaa a substantial increase in United States wheat exports unless 
aa are prepared to withdraw from the International Wheat Agree- 
ment, break the world price to ruinous levels, and run the risk of se- 
riously disrupting our relations with other wheat-producing coun- 
tries. We are already operating a two-price plan by subsidizing 
wheat exports both under and outside the International Wheat Agree- 
ment. Other exporting countries have large wheat surpluses, and 
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there is every reason to believe that they are prepared to match any 
reduction that we may make in our export prices. It will be recalled 
that when the United States dropped the export price of wheat 10 
cents per bushel in 1954 by increasing the export subsidy, the Cana- 
dian Wheat Board promptly countered by cutting its export price 
1014 cents per bushel. 

The idea that we can move vast quantities of wheat into the world 
market simply by cutting the price is unrealistic. The certificate plan 
would not increase our quota under the International Wheat Agree- 
ment. It would not solve the foreign exchange problems which tend 
to limit our sales in some areas. It would not change the fact that our 
wheat is not always competitive in terms of quality. 

Senator Ture. I wonder if Mr. Marshall would mind another ques- 
tion at this particular point: 

You said in your statement: 

The idea that we can move vast quantities of wheat into the world market 
simply by cutting the price is unrealistic. 

That is your statement. 

Mr. Marsuauu. That is right. 

Senator Ture. Then if we reduce the price in the United States, 
would we move any more wheat, if your statement here is realistic? 
If we drop the supports to 75 percent and we got a much lower price 
in our wheat, would that be the answer to moving our surplus into 
international channels ? 

Mr. Marswaxu. It will be the answer, Senator Thye, to a part of 
the domestic feed proposition, and it will discourage the production 
of continued surpluses. 

Senator Ture. In other words, we have not priced ourselves out of 
the international market by these supports, because either your state- 
ment does not square with the idea that we have priced ourselves out 
of the market, or otherwise I do not understand what you mean when 
you say, “The idea that we can move vast quantities of wheat into 
the world market simply by cutting the price is unrealistic.” 

We are constantly confronted with the statement that we have priced 
ourselves out of the international market by our high supports. 

Mr. Marsuatu. As I indicated, we are already meeting some price 
competition by subsidizing exports at from 67 to 78 cents per bushel. 
There is a place that you can be too high, and you can get too low, in 
any commodity. You can de it in automobiles, radios, or in anything 
else. You can price a commodity so high that it will not be purchased, 
or you can put it so low that you invite the retaliation of everybody in 
the same type of business. And the countries overseas, many of them, 
have a type of governmental operation which is pretty much national- 
istic, in which they can slap embargoes on our importation of wheat 
if it threatens to break their market, but if the price is realistic, so 
that it does not disrupt or completely break down their local market, 
then you still have an opportunity to operate. This we are doing 
under the International Wheat. Agreement. 

Senator Ture. You still contend that what you are telling us is 
that even though we were to drop the price, we would not move vast 
quantities ? 

Mr. Marsnauy. Yes; below what we are doing under the Wheat 
Agreement subsidies. 
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Senator Ture. Even if the price were materially lower! 

Mr. Marswauy. If you drop it down to that point. I think an 
example of that might be given, Senator, that we will assume that 
Canada has heavy surpluses of wheat. They have a pretty good 
control of it up there, so that they do pretty well what they want to 
with it. ‘They would say, “We want to dump, to get rid of it, clean 
up the storage,” et cetera. They would come down to the United 
States and ask for bids on it. Somebody would say, “We have more 
wheat than we know what to do with, but we will give you 50 cents 
a bushel.” 

We ‘would not allow it to come in. We allow some to come in at 
a competitive rate. 

They would sell less wheat at an extermely reduced price than they 
are selling at the present time. 

We must not forget the fact that other countries have a legitimate 
interest in our international trade policies. A permanent program 
of maintaining high prices in a protected domestic market in order 
to produce more wheat for export to foreign markets probably would 
be considered export dumping by other countries. We do not allow 
other countries to dump products into our markets, and we can expect 
other countries to retaliate if we engage in such practices. In the 
case of importing countries who have domestic wheat producers, the 
retaliation probably would come in the form of restrictions against 
the importation of our wheat. In the case of exporting countries, 
the retaliation might well come against other United States export 
commodities such as cotton, tobaeco, rice, and citrus fruits. 

It is no answer to say that we are subsidizing exports now, for the 
certificate plan contemplates both a relaxation in the controls which 
currently are holding wheat production a little below disappearance 
and a substantial reduction in our export price. 

(2) Since the advocates of the certificate plan have not made an 
outright proposal to scrap the International Wheat Agreement, and 
have thus far failed to give any concrete evidence of how the plan 
might result in increased exports, we can only conclude that their 
real objective is to dump surplus wheat into the domestic market. 
This would mean the most unfair sort of competition for the pro- 
ducers of corn, and other feed grains such as oats, barley, and grain 
sorghums. It would be unfair competition because the relatively 
high price received by wheat producers on the domestic food portion 
of their crop would, in effect, subsidize the production and dumping 
of surplus wheat into the domestic feed market. As long as he re- 
ceived a satisfactory average return for his wheat crop, the wheat 
farmer would not be greatly concerned with the price whibdd brought 
in the feed market, but the producers of corn and other feed grains 
would not have the benefit of higher prices in a protected market to 
average with low feed prices. 

A supplemental program of supporting domestic wheat prices at a 
level based on the support prices of corn and other feed grains with an 
adjustment for differences in feeding values would not remove this 
objection to the certificate plan. Corn supplies are at a record level, 
and corn producers are already being forced to share the feed market 
with the increased supplies of other feed grains that are being pro- 
duced on the acreage that has been diverted from cotton, wheat, and 
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other crops. The support level for oats, barley, and grain sorghums 
has already been dropped to 70 percent of parity, and any increase in 
corn supplies likely will mean a lower support price for that com- 
modity. It is one thing for feed producers to accept lower price sup- 
ports as a part of an effort to adjust supplies to market needs. It is 
quite a different matter to subsidize wheat into the feed market in such 
a Way as to prevent the prices of corn and other feeds from rising 
above their support levels. 

Producers of other feed grains cannot object to the use of wheat as 
feed if it is fed on a fair competitive basis, but a multiple-price plan 
would not be fair competition. Since their interests will be vitally 
affected the producers of corn and other feed grains should have the 
same right as wheat producers to vote if there is to be a referendum on 
the certificate plan. 

(3) The certificate plan not only would be unfair to feed grain 
producers, it would also work an injustice on many domestice wheat- 
growers. Under S. 1750, marketing certificates would be distributed 
to all wheat growers on the basis of their historical production of wheat 
without regard to whether they have been producing wheat for do- 
mestic food consumption, nonfood uses, or exports. This would dis- 
criminate against the producers who have been producing the type of 
wheat that the domestic food market desires. The following table 
indicates that there is a wide variation among the various classes of 
wheat with respect to the percentage of the produc tion that goes into 
domestic uses, which are primarily ‘human food uses. 

You will see there is quite a little variation. 


Percentage of production used 
domestically 


Class eeTTsaT io ae 


| | 





1949-53 ieee ” 

average | 195283 1953-54 
Hard Red Winter. 50.9 37.8 46. 2 
Soft Red Winter _. . 4 76, 0 68.8 | 67.1 
Hard Red Spring 77.4 100. 5 63.0 
Durum ..- ; ‘ 90. 1 121.7 114.3 
White. __- ‘ 44.7 42.2 34.5 
All classes ‘ ; bei 60. 2 53. 4 | 52.5 


— ——— — — — — 


The certificate plan, in effect, would tax the producers of Hard 
Red Spring, Durum, and Soft Red Winter Wheat for the benefit 
of the producers of Hard Red Winter and White wheat. Further- 
more, within each class of wheat, the producers of high-quality wheat 
that is sold for domestic food uses would be taxed to support payments 
to the producers of low-quality wheat that is not desired by the 
domestic market. This would encourage producers to continue the 
production of the less-desirable wheats. 

Even the proponents of a multiple-price plan disagree on the merits 
of this feature of the certificate plan. Those who have historically 
sold a relatively small proportion of their production for use as 
domestic human food argue that production history is the only 
practical guide to follow in distributing certificates. ‘Those who have 
been producing high-quality wheat for the domestic market argue 
that the certificates ought to be distributed on the basis of historic 
participation in the domestic food market. 
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The proposed distribution of marketing certificates on the basis 
of proiuction history would tend to encourage some producers to 
maintain their production at an undesirably high level in terms of 
good soil management and our need for wheat. ‘This is to be expected 
because a producer who reduced production would risk a reduction 
in his pro rata share of the marketing certificates. 

(4) The proposal to require processors to purchase marketing cer- 
tificates, in effect, amounts to a processing tax. Although it differs in 
form from the processing taxes which were declared unconstitutional 
in 1936, we are doubtful that this plan would stand up in the courts. 
Even if it should be sustained by the courts, such a program would 
constitute a bad public-relations problem for agriculture, because 
the certificates could be labeled a “bread tax.” 

The advocates of the certificate plan, in effect, are admitting that 
we have been supporting wheat at too high a level. Their solution 
is to raise the support level to 100 percent of parity for a portion 
of the crop without regard to quality or end use, and to treat the 
remaining portion of the crop as a feed grain. The burden of proof 
is on them. 

Senator Arken. Have you studied S. 1750 pretty thoroughly ¢ 

Mr. MarsHauti. Somewhat. 

Senator Arken. Is it similar to the bill which was incorporated 
in the House bill last year’ It does not automatically provide for 
unlimited production, does it? 

Mr. Marsnaty. It tends in that direction. That is the argument 
that is used in behalf of it among the people, that it would allow 
relaxation of controls and operation of a freer production. 

Senator Arken. The two-price program approved by the House 
last year did not eliminate quotas and controls on wheat, did it? 

Mr. Woottey. No, it did not. 

Senator Arken. That is, it would not be possible to eliminate the 
controls, as I understood it, for a period of at least 3 or 4 years. 

Mr. Marsuatu. Not as long as the supplies were there. 

Senator Arken. Not until these supplies got down in line with re- 
quirements, and then if you inaugurated the two-price system, when 
supply and demand were in balance, could you assume that production 
controls would be eliminated. But until the surplus on hand was 
brought down to the required proportions, your controls would still 
stay in existence / 

Mr. Marsuarty. They would have to. 

Senator Arken. I do not believe many wheat growers of the country 
realized, by approving that plan, that they were not getting rid oi 
the controls. 

Mr. Marsnari. They are being told that in the country to some 
degree. 

Senator ArkeNn. Yes, but they are not being told that they have to 
wait about 4 years, maybe, or maybe 10 years, before they automati- 
cally get out from under the controls. 

Mr. Marsuaun. That is right. 

Senator ArkeN. When they get in line, they automatically get 90- 
percent price supports under the flexible program. 

Mr. Marsnati. That is right. 

Recommendations: The variable price-support and modernized- 
parity provisions of the Agricultural Act of 1949 were intended to 
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prevent the development of situations such as we now face in wheat. 
But these provisions are only now coming into effect, and will not be 
fully effective for several years. Furthermore, their operation cer- 
tainly will be hampered until we find some way of eliminating a 
substantial part of our existing surplus. 

There is no easy or painless solution to the wheat problem, but 
there are a number of things that can and must be done to make a 
start toward solving it. We must face the facts (1) that any sub- 
stantial reduction in the present national wheat allotment is imprac- 
tical under present conditions, (2) that it may take 10 or more years 
of 55-million-acre national allotments to eliminate the existing surplus 
unless we run into a production disaster or succeed in vastly expanding 
the markets for wheat, and (3) that producers cannot be expected 
to endure such restrictive allotments indefinitely. 

Accordingly we need to give serious consideration to the alterna- 
tives that will confront producers when they go to the polls to vote 
on marketing quotas later this month. Under the present law, if 
quotas are approved, the 1956 wheat program will consist of a 55- 
million-acre national allotment, cash penalties on excess wheat, and a 
75 to 90 percent of parity loan program for cooperators. 

In view of the fact that we now have an extra year’s supply of 
wheat on hand, the probabilities are that the 1956 loan rate will be 
near 75 percent of parity if quotas are approved. We are assuming 
here, of course, that the mandatory 90 percent of parity provisions of 
H. R. 12, which we oppose will not become law. 

If quotes are disapproved, the cash penalties for excess production 
will be suspended, but producers will be required to comply with the 
same alloments that would prevail under a marketing quota program, 
that is, with allotments based on a national allotment of 55 million 
acres, which means a national average cut of 30 percent from the 
acreage seeded for the 1953 crop, in order to qualify for 50 percent 
of parity price supports. Producers obviously cannot be expected to 
comply with such restrictive allotments for 50 percent of parity price 
support; therefore, the alternative to marketing quotas, in effect, is 
“no program.” This is not a realistic alternative to marketing quotas. 
On the contrary, it is an alternative purposely designed by law to force 
a “yes” vote on marketing quotas. 

The Farm Bureau does not intend to advise wheat farmers with 
regard to how they should vote in the referendum. This is something 
each individual should decide for himself. We are concerned, how- 
ever, that producers be offered realistic alternatives when they go 
to the polls, and that provision be made for an emergency program 
to become effective if quotas are rejected. Accordingly, we recom- 
mend : 

(1) Congressional action to raise the national wheat acreage allot- 
ment for 1956 from 55 million acres to 62 million—in contrast to the 
55 million acre allotment that otherwise should be effective regardless 
of whether they vote for or against quotas. 

(2) United States Department of Agriculture action to use the 
authority now in the law to put wheat allotments on a “harvested 
acreage” basis, permitting excess acreage to be pastured down or 
harvested green for forage. 

(3) Congressional action to raise the support price for farmers who 
stay within their acreage allotments from 50 to 65 percent of parity. 








Bet. 


PRICE-SUPPORT PROGRAM 43 


(This proposed increase would be restricted to “approved varieties 
in ada ‘ted areas.” ) 

(4) O JInited States Department of Agriculture action to tighten the 
ponte in existing wheat grade standards, thus discouraging the 
Per of different qualities of wheat. 

5) “United States Department of Agriculture action to recognize 
lua in support prices by increasing ; the premiums and discounts 
provided in the support program for qu: nalities of wheat that are above 
or below the base grade. 

(6) An educational campaign on the importance of improving 
wheat quality. 

(7) An announcement by United States Department of Agricul- 
ture that no sales of Commodity Credit ( vorporation wheat will be 
made in normal trade channels during the 1956-57 marketing year 
without replacement of the grain sold from fresh stocks—unless nec- 
essary to offset a short crop or sharply increased demand, in which 
case the sales would not be made at less than 75 percent of parity. 

(8) Continuation of export subsidies on wheat to the extent neces- 
sarv to keep our wheat competitive with other wheat within the limits 
of the International Wheat Agreement, and a continuation of efforts 
to sell wheat for foreign currencies where this can be done without 
supplanting normal marketings. 

Our proposal that producers be offered a more realistic alternative 
in the forthcoming referendum is no magic cure-all. It would, how- 
ever, give producers a clear choice between (a) a program that is 
drastically reducing their right to grow wheat without offering any 
immediate solution to the surplus problem, and (4) a program of 
lower support prices, less strict controls, larger allotments, increased 
opportunity to build markets, and greater emphasis on quality pro- 
duction. If approved by producers, the proposed alternative would 
permit the feeding of the increased production that would result on 
a fair competitive basis rather than on the subsidized basis advo 
cated by the proponents of multiple-price plans. It would discourage 
the production of wheat. in areas that have good alternatives and 
permit a realistic level of production in the main wheat areas. 

It is our hope that the Congress will act on these recommendations 
as rapidly as possible so that producers will know what their alterna- 
tives are before they vote on June 25. If action can be completed in 
time, we believe that a brief explanation of the alternatives being voted 
on should be printed on the marketing quota ballot. 

In conclusion, regardless of the outeime of the 1956 quota refer- 
endum, we must continue and intensify our efforts to improve the 
quality of our wheat production, to do a better job of maintaining 
the quality of good wheat as it moves through the channels of trade, 
and to expand our markets both at home and abroad. The biggest 
opportunity to expand wheat consumption here at home appears to be 
in the feed market, but we must avoid programs that would mean 
unfair competition for other feed producers. In the foreign market 
we will do better if we can expand total world trade in wheat than 
if we. content ourselves with trying to get a bigger slice of a dwindling 
market. The current program of se Jing wheat for foreign currencies 
can make a real contribution in this field if proper care is exercised 
to see that foreign currency sales actually increase trade instead of 
replacing normal purchases. 
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We have already suggested a number of steps that should be taken 
to improve the quality situation. Additional recommendations will 
be found in the attached copy of a letter which Mr. Charles B. Shuman, 
president of the American Farm Bureau Federation, recently wrote 
to Secretary Benson. 

We are confident that the steps outlined in this statement could 
make a real contribution to the ultimate solution of our present wheat 
problem. We, therefore, urge that you give them prompt and favor- 
able consideration. 

(The letter, dated April 6, 1955, is as follows :) 

Apri 6, 1955. 
Hon. Ezra T. BENson, 
Secretary of Agriculture, 
Department of Agriculture, 

ft Washington 25, D. C. 

DEAR SECRETARY BENSON: As you know, we have been giving intensive consid- 
eration to the problem of how to encourage the production of high-quality wheat 
and the related problem of how to maintain the quality of good wheat in mar- 
keting channels. These are complicated problems and their solution apparently 
will require a series of actions over a considerable period of time. A group of 
recommendations on wheat quality developed through the work of our special 
wheat marketing study committee and our national field crops advisory com- 
mittee was approved by our board of directors last week. These recommenda- 
tions call for a series of initial steps toward a solution of the wheat quality 
problem, all of which we believe can and should be undertaken in the near future. 
They are as follows: 

(1) Tighten inspection procedures, particularly in the case of export ship- 
ments, to insure that wheat moved on a grade basis actually meets the official 
requirements for the grade that is assigned to it. 

(2) In order to discourage production of the various classes of wheat in 
unadapted areas, the Secretary of Agriculture should be authorized and directed 
to determine adapted production areas for each class of wheat and to base price 
support for all wheat of other classes that may be grown in each such area on 
its feed value in relationship to corn. 

For example, if it were found that Hard Red Spring and Durum wheat are 
the only classes that are adapted to North Dakota conditions, these classes would 
be the only ones that would be eligible for price support as milling wheat in 
North Dakota. In order to resolve regional differences, it may be necessary to 
give the Secretary of Agriculture the final anthority to determine the adapted 
areas for each elass of wheat; however, the Secretary should be required 
(a) to seek the advice of wheat producers, millers, and technical experts from 
the various agricultural colleges; (0) to hold hearings on proposed determina- 
tions; (c) to make at least one class of wheat eligible for price support as 
milling wheat in every agricultural county; (d) to make an annual review of 
any “adapted areas” that may be established; and (e) to revise his determina- 
tion of “adapted areas” whenever changes are warranted by new developments. 

(3) Wheat varieties which generally are considered to be unsatisfactory from 
a milling standpoint should be discounted under the price-support program. 
Such varieties should be designated by the Secretary of Agriculture for each 
State or smaller production area in accordance with the recommendations of 
a State or “adapted area” committee composed of farmers, millers, and technical 
people from the State agricultural college. 

As a means of obtaining cooperation with this feature of the program with a 
minimum of enforcement— 

(a) Require each farmer who desires price support to sign a statement 
certifying the variety or varieties of wheat he is producing. 

(b) Post this information in a conspicuous place in the county ASC 
office, and 

(c) Make spot checks on the accuracy of such certifications, particularly 
where questions are raised as to their accuracy. 

(4) Research should be undertaken to determine the characteristics of 
“country-run wheat” with regard to all factors that go into the determination 
of grade under the present official standards. 





cen 
vill 
al. 
ote 


ald 
eat 
or- 


pat 
ar- 
tly 

of 
ial 
m- 
la- 
ity 
re, 


ial 


in 
ed 
ice 
on 


ire 
id 
in 
To 
ec] 
ec] 


\a- 
As 
of 
a- 
Ss. 
m 


ch 
of 
al 


PRICE-SUPPORT PROGRAM 45 


Research also should be undertaken to determine the technical problems tha 
would be involved in reducing the mixing of various classes of wheat to mee 
a lower tolerance for “other classes of wheat.” This should include study 
the comparative costs of farm and elevator storage, and the possibilities 
increasing farm storage as a means of keeping different classes and qualities of 
wheat separate. 

(5) The Department of Agriculture should be directed to make a thorough 
study of the present official wheat grades, the effect of price support program 
on the quality of United States wheat, the possibility of including a millin 
quality test in the grade standards, and the possibility of improving the quality 
and competitive position of our wheat through changes in (@) the grand 
standards and (0) the provisions of the price support program which relate to 
grades. 

You will note that these recommendations spell out a recommended procedure 
for implementing some of the provisions which were included in our proposal for 
an emergency program to become effective if producers vote against marketing 
quotas for the 1956 wheat crop; however, we believe that all of the steps 
recommended in this letter should be taken regardless of the outcome of the 
quota referendum. 

In a separate action, our Board adopted a recommendation on “wheat sani 
tation” as follows: 

We recommend the Food and Drug Administration’s sanitary standards he 
made a part of the United States grain grades, and that responsibility for the 
inspections necessary to enforce sanitary requirements be placed with the 
Department of Agriculture. 

We will be glad to confer with you or other officials of the Department with 
regard to the need for early action to improve the wheat situation, whenever 
you feel that such a conference is desirable. 

Sincerely yours, 
Cuartes B. SHUMAN, President 

Senator Scorr. Thank you, Mr. Marshall. That isa very fine and a 
very clear statement. 

Do you care to ask any more questions ? 

Senator ArKEeN. No. 

Senator Scorr. Does anybody care to ask any questions? 

Senator Turn. No; I think not. 

Senator Scorr. Senator Hickenlooper, how about you? Have you 
any questions? 

Senator Hickentoorer. No; I have not, Thank you. 

Senator Scorr. Thank you again, sir. 

Senator Aiken. Pardon me. I would like to ask one question of 
Mr. Marshall that now occurs to me. 

If Congress should enact legislation permitting an increase in wheat 
acreage to 62 million acres and a support price of 65 percent of par 
ity, would that not still produce a little bit more wheat than we need / 
Would we not still have the heavy carryover that we now have? 

Mr. Marsuauu. The man who lives on high-priced land in east 
Nebraska and Iowa and some of these other points, will drop his wheat 
production. It will allow a shifting or a small increase in acreage to 
the areas that produce this high-quality wheat, such as in the North 
Dakota, western Nebraska and western Kansas areas. Their produc- 
tion is lower per acre in those areas than it is in the more humid areas, 
with the net result that we would have less wheat. 

Senator Arken. Then you think that 65 percent of parity would 
provide an incentive for Pennsylvania and New York farmers to plant 
an unusual amount of wheat? 

Mr. Marsnauu. No; I do not think so, 

In addition, this 65 percent is tied to the corn support program, so 
you do not throw those commodities out of balance. 
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Senator Aiken. The theory is that the planting of wheat which now 
shares the same support in the feed grain areas has an incentive in 
such areas as western Nebraska, Kansas, the Dakotas and Montana 

Mr. Marsuauy. That is right. 

Senator Arken. That it would throw the production of wheat back 
into the high quality areas and you would expect that they would re- 
ceive a price much better than the 65 percent support in the open 
market then ; that’s assuming, too, that the Commodity Credit Corpora- 
tion freezes the stocks on hand, and does not put them on the market in 
competition with the growers ¢ 

Mr. Marsuauu. Yes. 

Senator Tuyr. That was the reason for the provision asking that 
they sell out of their stocks, that is, if they did, and that they ‘put it 
hack. 

Senator Arken. I know the average price received by farmers in 
Minnesota and through the Dakotas this year ran 92 or 93 percent of 
parity. 

Mr. Marsuaut. I sold mine for over 100 in western Nebraska. It 
is $2.37 there at the moment, and $2.20 on the Omaha market. 

Senator Tuyr. Mr. Chairman, the statement of Mr. Marshall did 
raise a question in my mind. He said that producers in the more 
valuable land areas, such as eastern Nebraska and Iowa and elsewhere, 
would go out of the wheat production. I think that is what your 
actual statement was. 

Mr. Marsan. It would do that. 

Senator Taye. If they did, what would they divert to that would 
not already be long in supply ¢ 

Mr. MarsHaru. Well, you have a tendency on the part of the man 
in western Nebraska to plant grain sorghums which are in direct 
competition to corn, which takes the feed market away from the corn 
producer, and he can raise barley out there. And he has a tendency 
to go into that field. 

Senator Tuyr. But it is wheat that he would be going out of, and 
if he went out of wheat, what would he go into where we were not 
long in supply? You are speaking about the eastern part of Nebraska. 
You said that the man in the more productive and valuable lands 
would go out of production in wheat if the incentive or the price 
factor was reduced. 

If he did, what would he divert to? That is the question. 

Mr. Marsa. Soybeans, 

Senator Ture. Although those are long in supply, because I ques- 
tion whether in eastern Nebraska the farmer will produce sorghum. 

Mr. Marsnaryi. He would not. In the west they do. 

Senator Tyr. But the western man was not the man that you had 
reference to. You said the man in the more productive area would 
go out of the production of wheat. That was my understanding of 
your statement. 

Mr. Marsnaty. That is right. 

Senator Torr. And the question flashed in my mind, if an eastern 
Nebraska or Iowa farmer went out of wheat, what would he divert 
to that was not long in supply? That is the big question. 

Mr. Marsnaty. I did not make my answer clear. This western 
Nebraska farmer is e ying to get as much of his land in crops as he 
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can. He cannot even, on a summer fallow basis, get half of his acre- 
age into crop. To make full use of his facilities he is planting grain 
sorghum, and that sort of thing. 

If you have this shift that we are just talking about here, then this 
fellow in the eastern part will stop producing wheat. The man in 
the west can produce a little more wheat and he will produce a little 
less grain sorghum. So the man in eastern Nebraska can produce 
corn, oats, or barley, where he has the alternatives, pretty satisfac- 
torily, which gives him the crop that will produce for him more 
money. I can give you an example. 

I know of a man who plants 30 acres of clover each year as a soil- 
building rotation, which is a very good practice. 

For many, many years, he planted these 30 acres with oats for a 
nurse crop. 

About 4 or 5 years ago he switched his practice and started planting 
wheat for a nurse crop. 

I asked him why. 

“Well,” he said, “I can produce enough wheat at the existing prices 
so that I call sell the wheat to the Government and buy more oats 
than I can raise when I plant them thin for a nurse crop. So I plant 
wheat 

If you get the price incentive out, this man will go back to oats again. 

Senator TuHyr. Are we not long in production in almost every crop / 
Are we not confronted with a factor here that so long as we are blessed 
with such exceptionally productive years as we have had in the past 
10 years, are are not confronted with the removal of some acres com- 
pletely out of production for the period? 1 think that we are con- 
fronted now with a soybean surplus, and I think that we have the 
prospects of a corn crop that may give us a little problem. I do not 
know whether you would want to increase legumes. If you did 
could not expect to sell the hay at a profitable market. 

You are faced with a beef market quite sensitive and weak at the 
present time. There is no great promise to the producer to divert to 
beef, because we are not too certain that it would be profitable to ex- 
pand our beef. We know that the producer of pork has a concern, 
and that we shonld not encourage any expansion there, because you are 
already confronted with a problem. And poultry at the present time 
is just in the twilight zone, trying to see a little daylight from a de- 
pressed situation that existed last fall. It promises to be better this 
fall. At the present price of eggs, you do not want to encourage any 
more production than you have. 

Therefore, when you sum this all up; I am in a quandary as to what 
would we recommend the farmers divert to. If they are not in wheat, 
will we complicate cur problems by going into something else / 

Mr. Marsuaut. In the first place, none of these other ¢ rops are in 
xnyWwhere near as serious a condition as wheat is. 

Senator Ture. No; but they are serious enough so that they will 
spell disaster if you burden them with any additional production. You 
will agree tothat, will you not ? 

Mr. Marsiatt. We have had for a number of years in our organiza- 
tion a stand that asked for the taking of diverted acres out of produc- 
tien. We could not get the Congress to go along with us. The Con 
cress did not see fit to make that restriction, so acres. were 
liverted from one crop to another. 
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Our recommendation has in the past been that they be taken out of 
production. 

Senator Ture. I supported you. I think there is no other way out 
of it, because if your “shoe pinches” so to speak, because of your sur- 
plus of wheat and you shift into a surplus of oats and b: arley or corn, 
the shoe will pinch you on the other foot just as severely. 

I came back from Minnesota, flying out of there Wednesday morn- 
ing. There had been a rain in all of the Northwest. The promise 
was excellent for a bountiful crop again. I have never seen the corn 
look any better the 1st day of June than it did in central Minnesota. 

The pastures were the only short crop out there. And you had a 
dry spell that made the pastures short, but everything else promises 
to give us a pretty fair crop. 

W ell, now, if you diverted and increased your corn or your oats 
or your barley or your buckwheat—if you just want to mention that 
crop as a temporary crop—you would add to the problem of the 
producer. 

Mr. Marsnary. You have the opportunity of diversion from one to 
the other, where the market demand at the particular time happens 
to be sufficiently strong to justify switches. That has always been 
a part of the farm operation. A farmer who has made money has 
always tried to estimate whether the demand for hogs is going to be 
good next summer or whether it is not. Anything that places it in a 
solid pattern does not work out very well for him. You have always 
had that situation. 

Then there is the question of expanding markets, instead of just 
battling over existing ones. 

I made a trip, as I indicated in my testimony, around the world 
last summer. I visited South Africa and Kenya and a great deal of 
the area of Africa. Those areas are potential markets for a great 
deal more commodities than we are now selling, if we will clean up 
the quality of our commodities and conduct an aggressive campaign 
of selling. 

It is possible, in my opinion, to sell a great deal more livestock 
products than we have been selling in the past. 

Senator Tyr. To whom? 

Mr. Marsuauy. Well, to many countries. Africa will buy some of 
them. 

Senator Trrr. You mean, is our quality so bad that Africa will not 
buy livestock ? 

Mr. Marsuaty. Not in livestock. 

Senator Ture. I did not think so, sir. 

Mr. MarsHatu. I did not refer to livestock products. I referred to 
wheat, especially in quality. I am not referring to livestock. 

Senator Tuyr. We, as a subcommittee, went down and investigated 
some of the transactions in wheat loading, at Galveston and other 
places. It was not a question of the producer there. It was a ques- 
tion of a shyster loading ship. 

Mr. Marsirate. But it reflects back on the producer, because it de- 
stroys his capacity to sell. This commodity that I saw being loaded 
in Capetown was some wheat that had pebbles in it that I know never 
went through a combine. Nobody ever put those through a combine. 

Senator Tire. That was a shyster operating in loading a ship. 
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Mr. MarsHauu. That is right. 

Senator Toys. We proved in the hearings we conducted at Galves- 
ton, and also at Minneapolis, that that is not a question except in the 
regulatory inspection field where you are loading out vessels to go 
abroad. 

Mr. Marswaty. That is right. 

Senator Ture. It is not a question of the producer cleaning up. 

Mr. MarsuHatu. No. 

Senator Tuyr. This is a matter of responsibility on the part of 
official inspectors. 

Mr. Marsnauy. I was not referring to the producer. I clearly 
stated that I knew those never went through a combine. I doubt if 
they added in a local elevator. 

I happened to visit a mill in ( ‘apetown the morning wheat was be- 
ing unloaded. It was unfortunate for me. It came from Garden 
City, Kans. He said, “Here you are, an American from right in the 
community where this wheat came from. I looked it up on the map. 
I know where it came from. And you are from Nebraska. What 
kind of stuff do you produce over the re?” 

Well, then I explained to him that we did not produce this stuff in 
this ship, that it was not our fault, but he proceeded to tell me that if 
he could get Canadian wheat, he would not buy any more from the 
United States. 

So it does affect me, even though it is not my fault. That is what 
I meant by cleaning up our exports. I am not reflecting on the pro- 
ducer, because the technological improvements in the past 10 or 15 
years, in the handling of grain, in the drying processes, and the han- 
lling in the elevators, in ‘the farmer’s combine facilities, are much 
better than they were before. They do a much better job of cleaning 
than they did 15 years ago. There is no comparison. He is encour- 
aged to clean it up. 

At the present time we have the Food and Drug Act, which is fur- 
ther making it necessary to clean it up. This is all good. Weare all 
for that. It improves the quality of the product that our people are 
to eat. 

We are not getting the advantage of that to the consumer who buys 
our product so long as we do not rectify this situation. 

It is reflecting back in less wheat that they buy from us. 

Senator Arken. One weakness in your argument is that the Food 
and Drug Administration does not inspect the wheat destined for 
export. I think it should be done just as thoroughly as if it were for 
domestic consumption. 

Mr. Marsuaun. That is true. 

Senator Atxen. They testified before this committee that if it is 
going into export, they do not bother with it. 

Mr. Marsuatu. That proves my point. 

Senator A1xen. There is a tendency to put the dirty stuff into the 
export trade. 

Mr. Marsuatt. It proves my point, because of the fact that we are 
going to be forced to clean it up, because when it leaves my farm I 
have to be sure that it meets the requirements that it is fit for domestic 
consumption so that it will be strictly of high quality, which gives 
more opportunity for the shyster, that the Senator mentioned, to load 
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a little more trash into good clean wheat, because he is not inspected 
on the same basis as I am for domestic use. 

Senator Ture. What I contend is that the State grain inspection 
departments have a rigid inspection procedure that safeguards the 

abuses that we found in practice at Galveston, because if a man loads 
: car with sand, he is subject to heavy penalties the minute that it has 
been found that he has loaded that. What we found at Galveston was 
that the most inferior grain, including some damaged grain imported 
under ad valorem taxes for feed purposes only, was being mixed and 
shipped out under the International Wheat Agree ment, as well as 
under relief shipments. That, of course, we tried to correct. 

I certainly hope that we did correct it. The prosecutions are in 
progress and process right now. So that will be corrected. 

From the standpoint of quality of grain that we produce, as you 
state, we have proved the combine method. As a usual thing, we 
have better granaries. We have dryers now, so that if the grain is 
excessively high in moisture, it can be dried rapidly. 

All of that is to the credit of the producer and the local elevator 
handling. 

Mr. Marsnauy. That is right: there is no doubt about that. 

Senator Ture. This business of loading to an excessive tolerance, 
by catching the inspector with his back turned, I think is the most 
vile thing that could have happened in our farm exports. 

Mr. Marsuatu. In addition—of course, I am talking about some- 
thing that is not part of this bill 

Senator Tuyp. I realize that. 

Mr. Marsuatni. When this man made his complaint to me down 
at Capetown, Africa, I asked him, “Is that illegal, that it had too 
much ¢” 

“It meets your export tolerance,” he said, “but your export tolerance 
allows so much more of this stuff than they do at Canada, that it is 
still not desirable for me to buy from you.’ 

That was the point he made, which means that our tolerances are 
greater than they are in Canada. 

Senator Scorr. Are there any further questions, gentlemen? If 
not, I believe that is all. 

We think you, Mr. Marshall. 

Mr. Marsuauty. Thank you very much, gentlemen. I appreciate 
the opportunity of appearing before you. 

Senator Scorr. Thank you, Mr. Marshall, and Mr. Lynn, and Mr. 
Woolley. 

We will stand in recess at this point. 

(Whereupon, at 12:05 p. m., the committee recessed. ) 
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TUESDAY, JUNE 7, 1955 


Unrrep Srares SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. ¢ 

The committee met, pursuant to recess, at 10 a. m., in room 324, 
Senate Office Building, Senator Andrew Schoeppel presiding. 

Present: Senators Anderson, Schoeppel, Thye, Hickenlooper, and 
Mundt. 

Senator Scuorrren (presiding). Well, shall we come to order ? 

This is a continuation of the general price-support hearings and this 
begins, as I understand, the third session of this committee. 

3ecause some of the other members are tied up and will be late 
getting in, in order to expedite the proceedings and have the benefit 
of those who are here on time, we will move forward. 

I do not happen to have an agenda before me. 

All right, you may come forward and be seated then, sir. 

Mr. Parron. Where would you like to have me sit ? 

Senator Scuorrren. You may sit right there. 

Proceed in your own way. I take it that you have a written state- 
ment ? 

Mr. Parron. Yes, sir, Mr. Chairman; I have a short 6-page sum- 
mary; then I would like to file a comprehensive statement. We have 
done a great deal of work on this. This is a composite job of our 
staff ad nave al of our key people in our organization. 

Senator Scnorrret. All right. Let the record show that the entire 
statement, as presented here, will become a part of the record, and 
you may proceed with your other statement. 

Mr. Patron. Thank you, sir. 

(The statement referred to is as follows :) 


STATEMENT FILED BY JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION 
RE FULL PARITY FAMILY FARM INCOME PROGRAM COMPREHENSIVE STATEMEN1 


Statement of National Farmers Union Concerning Desirable Improvements in 
Existing Farm Price-Support Programs, June 7, 1955 


Hxisting Federal farm price and income policies are driving off the land many 
thousands of farm people who do not want to nor should be forced to leave the 
farms. The family incomes of those who have not yet left the farm are being 
driven down to disastrously low levels. The deteriorating condition of America’s 
farm economy is even more distressing because the downward movement of farm 
income continues in a period of rising profits, rising dividends, increased income 
for nearly all segments of the economy, except the unemployed and farmers. 
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FARM INCOME DROPS ENCOURAGED 


Herein lies the major indictment of existing farm price and income laws and 
administration policies. They do not provide adequate protection and assist- 
ance to family farmers. They have allowed and encouraged drastic drops in 
farm family income. They give future promise of providing less and less protec- 
tion to the farmer from the superior market bargaining power of the admin- 
istered-price market from which the farmer must buy his production as well 
aus his family living needs and into which he must sell the products of his labor, 
inanagement, and capital ownership. While corporate mergers continue apace, 
the farmer sees his major protection in the price-support program being pro- 
vressively eroded away from him. The prices that farmers are required to pay 
for the things.they buy from nonfarmers continue to rise or at best to remain 
stable. Meanwhile the administration appears to be engaged in a race with 
the administered market to see if price-support levels cannot be dropped faster 
than market prices are falling. 

The only possible result, of course, is falling net farm income as high rigid 
costs of production must be subtracted from a lesser and lesser farm gross in- 
come, And with rising prices of consumer goods, the smaller net income pro- 
Vides even more rapidly lowered farm family living standards. 


EXECUTIVE BRANCH RESPONSIBILITY FOR FALLING FARM INCOME 


These severely adverse conditions that are growing at a rapid rate in our 
farm economy are the direct results of the policies and actions of the executive 
branch of the Federal Government, many of them in the price-support field. 
lalling farm prices and income during the past 2 years could have been pre- 
vented by making use of authority provided in the Agricultural Act of 1949. 
The drastic drop could have been stopped by Executive action completely and 
immediately, under existing legislation, at well above a 90 percent of parity 
nverage level. The administration did not choose to do so. Upon the administra- 
tion rests the major responsibility for having failed to do so. Even under slid- 
ing scale legislation now on the books the President and his Secretary of Agri- 
culture are authorized to support the returns to producers on any farm com- 
modity up to the 90 percent level, at any time. In emergency periods the execu- 
tive branch can, under existing legislation, set support prices at any point abeve 
‘0 percent of parity ; and the authority exists to set supports for wool and sugar 
above 100 percent of parity even in normal times. 

Except for wool and sugar, the executive branch has not used the permissive 
authority of existing laws to halt the disastrous drop in farm income. On the 
contrary, support levels have been dropped on every commodity where manda- 
tory minimums are not provided by law. And the administration has been en- 
gaged in a 24-year campaign to reduce and destroy the few mandatory minimum 
provisions of the legislation that was in effect when they took office. 


Adverse actions of Executive permitted and encouraged by inadequate legisla- 
tion 

As unfortunate and ill-advised as have been the actions of the administration, 
the fact remains that this adverse action could be taken illegally because the 
price-support legislation is mainly permissive rather than mandatory. Permis- 
sive legislation is quite all right if you have an administration that wants to do 
the right thing. But only mandatory legislation can protect us against an admin- 
istration, such as we have now, that wants to reduce or eliminate all elements of 
Federal protection to farm family income. 

Existing law provides mandatory price supports for only three groups of com- 
modities: (1) Sugar and wool, which are in a specially protected class; (2) 
the basics—tobacco, wheat, cotton, corn, rice, and peanuts, which, with the excep- 
tion of tobacco, have been put on the mandatory sliding scale with its 75 percent 
of parity minimum; and (3) the so-called designated nonbasics—milk and but- 
terfat at 75 percent of parity; and tung nuts and honey at 60 percent of parity. 
Only these 11 commodities have definite assurance in law of price and income pro- 
tection from the Federal Government. And except for sugar and wool, the 
mandatory minimum protection provided to them is grossly inadequate. None of 
the other 200 or so farm commodities have any definite assurance in law of any 
income or price protection at all. 

Permissive authority in existing law would enable an administration that 
saw fit to do so to maintain farm prices and income at an average 100 percent of 
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parity ratio. However, the lack of adequate mandatory provisions would permit 
a contrary minded administration, to greatly reduce protection for the 11 basic 
and designated nonbasic commodities and eliminate supports entirely for all other 
commodities. 
Other serious defects 

gut the lack of adequate mandatory minimum protection for farm family 
income is not the sole defect of existing farm price and income laws and policies 

As now operated the farm price-support programs seriously interfere wit! 
the conduct of an intelligent and desirable foreign policy ; 

They do not provide the means to provide equal justice to the producers of 
some farm commodities compared to the protection provided to others ; 

They allow free riders to obtain large benefits and severely curtail production 
of a few; 

Present policies involve waste of produced commodities and their consumption 
in uneconomic uses ; 

Present policies provide unneeded protection to factories in the field and cut 
production of small farmers too severly ; 

Present policies could lead to the accumulation of stocks in public ownership 
beyond the need for an adequate safety reserve. 

These are serious defects. To the extent that they were defects of the Agri- 
cultural Act of 1949, these were not corrected but rather were intensified in the 
Agricultural Act of 1954. 

It is an unfortunate thing that the administration has utilized many of these 
defects of existing policies as arguments against all price supports but have not 
themselves presented any constructive solutions to the problems they have pointed 
out. As will be pointed out later, the sliding scale is no solution to any of these 
problems. Under the sliding scale all of the problems listed would continue or be 
worsened while farmers suffered from lowered protection and smaller incomes. 
Nor would the proposals being put forward of reducing supports to 65 or 70 
percent of parity provide any solutions to any of these defects of existing legis- 
lation. Again the major result would be to reduce farm income still further 
and eliminate even more farm protection. 

It is not the primary purpose of this statement to examine in detail the 
defects and weaknesses of the existing price-support program. Primarily our 
purpose is to present seriously and responsibly a constructive suggestion for a 
workable effective program, a Federal full parity family farm income program, 
if you please, which will adequately protect farmers’ incomes, even up their 
bargaining power in an administered-price market, and not possess the defects 
listed above nor develop others. In presenting our positive full parity program, 
we shall point out the ways in which the defects of existing policies are corrected. 


BRIEF SUMMARY OF FULL PARITY FARM INCOME PROGRAM 


The following section is a brief outline of the major elements of the Federal 
full parity family farm income program that we recommend be substituted for 
the existing and grossly inadequate and poorly coordinated sliding-scale price 
support and consumption and production adjustment galaxy of laws and admin- 
istration policies. Each of the elements in our recommended program will be 
discussed in greater or less detail in the body of the statement which follows. 
The outline of the entire recommended program is presented at this point so that 
the various parts can be considered in light of the remaining elements. 

1. Mandatory minimum support to returns of producers on the family farm 
production of all farm commodities should be provided at a mandatory level 
of not less than 100 percent of parity prices with the goal of providing needed 
Federal assistance to enable farm families to earn by their labor, management, 
property ownership, and financial and market activities a level of family income 
on a parity with that which can be earned in other occupations. 

2. Full parity farm income and prices is required for and facilitated by the 
adoption and execution of national policies that will develop and maintain an 
expanding full employment economy. 

8. No person in America should be required to exist in a condition where he 
is unable because of low income and purchasing power to buy the food required 
for good nutrition and the clothing for a decent standard. This aim should be 
implemented by enactment of the national food allotment (or food stamp) 
plan or the food certificate plan proposals that already have important and wide 
sponsorship in both House and Senate. 
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4. Full use of abundant United States farm production of which America’s 
farmers are so efficiently capable should be implemented by laws such as the 
following: 

(a) Enactment of the Reciprocal Trade Agreements Extension Act; 

(b) Enactment of the Customs Simplification Act; 

(c) Broaden and expand the authorities provided for sale and donation 
of United States farm commodities under the Agricultural Trade Develop- 
ment and Assistance Act (with provision that a major purpose of such dona- 
tions and soft currencies would be to establish and operate universal free 
systems of general and vocational education in nations now at beginning 
stage of economic development) ; 

(d) Negotiation and establishment of the international food and raw 
materials reserve or world food bank; 

(e) Establish additional international commodity agreements similar to 
the International Wheat Agreement ; 

(f) Expand United States technical assistance and other point 4 pro- 
grams to encourage economic development throughout the nations of the 
free world. 

5. Establishment and execution of a serious and responsible national policy 
of maintaining a national safety reserve of food and fiber commodities equal 
to the risks of crop failure, livestock diseases, and of destruction and disruption 
that might be brought on by atom and hydrogen bombs and biological warfare. 

6. Enactment of the proposed conservation acreage reserve legislation to pro- 
vide when required a downward adjustment in national total farm production 
to bring it into balance with the volume of production that will be purchased at 
100 percent of parity price in an expanding full-employment economy with foreign 
and domestic demand augmented in the ways recommended above. 

7. Extension of authority to use marketing quotas to producers of other farm 
commodities for application when needed to encourage desirable production 
adjustments from one farm commodity to another within the framework of the 
full recommended program. 

8. A vast expansion in the authority and funds provided to Farmers’ Home 
Administration or similar agency along the lines proposed in the Family Farm 
Development Act and the Kerr farm-credit bill, both now pending consideration 
before this committee, so that a really significant start can be made toward 
reducing the root causes of low farm-family incomes on the approximately 2 
million currently inadequate farm units, to provide a responsible program of 
farm-disaster credit, and to serve as a yardstick operation to prevent excessive 
interest charges and other onerous terms of cooperative and private farm-credit 
agencies. 

9. Restoration and revitalization of the Federal crop-insurance program so 
that it can become a truly nationwide universal protection of farmers’ income 
against the hazards of crop failure due to natural causes. 

10. Enactment of the farm perishables terminal market facilities improvement 
credit program. 

11. Improved and expanded market regulatory laws, particularly for terminal 
market inspection of perishable farm commodities ; and 

12. Initiate a joint congressional investigation of the increasing spread between 
prices received by farmers and those paid by consumers to determine to what 
extent inefficiency, economic waste, poor operating methods, and the existence 
of monopolistic conditions in processing, handling, and marketing agencies are 
responsible. 

As can be seen from this long list, we consider farm price support legislation to 
be only a part, albeit in our opinion a vitally essential part of a complete 
Federal full parity family farm income program that should be enacted into law. 


NATIONAL INTEREST IN FULL PARITY FAMILY FARM INCOME PROTECTION 


To be permanent and desirable, the farm program should be based upon wide 
public interest, not on the economic interests of farmers alone. The program 
must contribute to and accord with the attainment of broad national aims and 
goals as well as provide price and income protection to farmers. We believe that 
these aims are consistent and can be accommodated by the program we are 
recommending. 

Our approach to the construction of a truly national public-interest farm pro- 
gram is grounded upon a fundamental observation and belief. It is this. There 
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is a level below which it is not in the broad national interest to allow farm 
family income to fall. The minimum desirable level is in the neighborhood of 
that attained in 1951 and 1952, when prices received by farmers averaged between 
100 and 107 percent of parity. We believe that total national welfare will be 
best served by this level of farm-family income for four major reasons: (1) To 
provide one of the essential elements for national economic growth and prosperity 
in an expanding full employment economy; (2) to prevent the progressive 
deterioration of the agricultural plant of the country to the extent of endangering 
future food and fiber supplies for an increasing population; (3) the vital need 
to preserve and improve the family-farm pattern of American agriculture as a 
necessary bulwark of political democracy; and (4) to provide economic justice 
to an important segment of the national population. 


PARITY FARM INCOME ESSENTIAL TO EXPANDING FULL EMPLOYMENT ECONOMY 


There has been no successful or persuasive contradiction of the statement we 
have made many times: “Major national depressions (and its little recessions) 
are farm led and farm fed.” Of course, President Hisenhower’s Secretary of 
Agriculture has characterized this statement as being the tail-wagging-the-dog 
theory. But we assume that this statement was made at the height of passion 
in the moment of argument and is not a true reflection of his own mature judg- 
ment. In many other statements and speeches even that gentleman has acknowl- 
edged that the purchases by farm families of farm production goods and family 
living items is an important segment of the national market for the goods and 
services of workers who do not live on farms. 

Whatever the state of mind of President Eisenhower’s Secretary of Agri- 
culture on this matter, another spokesman of the Eisenhower administration has 
given further evidence of the vital importance of an economically healthy agri- 
culture to the rest of the economy. We refer to the remarks before the 59th 
Annual Congress of American Industry, in New York City on December 3, 1954, 
by Clarence Randall, president of Inland Steel, and a high official in the Eisen- 
hower administration. Mr. Randall said, and we quote from an official copy of 
his address : 

“You remember the prosperity the farmer had shortly after the war? That 
prosperity was transfererd to the agricultural implement companies. Some 
of you here tonight wish you had that prosperity back. It was transferred to 
the steel companies from the implement companies. The farmer was buying 
every piece of equipment he had ever heard of. 

“* * * What would happen to the businesses represented in this room if the 
farmer were cut back 12 percent? We would have hard work to get together 
for this meeting because it is from that 12 percent that the farmer buys our 
product.” 

That is the statement of an industrialist talking to his colleagues. It is 
based upon a true recognition that prosperous farming is essential to national 
prosperity. Less than parity farm income means more unemployment for labor 
and fewer sales for business. Parity farm income means more jobs, more sales, 
and more profits. Spokesmen for organized labor have recognized this. Be- 
cause of it they have given all-out support to repeal of sliding-scale farm-price 
supports. They have appeared before many committees of the Congress to 
explain their understanding of the principle that decent incomes for farmers 
are essential to attainment of full employment and improved wages and living 
conditions for industrial and office workers. 

Practically all reputable farm general economists agree that farm income 
is important to national income, that farm prosperity is important to national 
prosperity. 

Without overloading this statement with quotations, here is a typical state- 
ment of a university economist, Prof. Willard W. Cochrane, of the University 
of Minnesota : 

“A depressed agriculture acts as a drag or brake on the rest of the economy. 
I don’t say that a depressed agriculture will necessarily pull the economy into 
a general business depression. But a depressed agriculture will pull down the 
level of national income, unless that contraction is offset by an expansion in 
some other part of the economy.” 

If the Nation desires to maintain a condition of full employment and rising 
standards of living and, therefore, a situation of expanding industrial produc- 
tion and economic growth (and we feel sure that the great majority of 
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American people think that we should) the record of history strongly sug- 
gests that farm incomes must be maintained at an adequate level. To repeat 
an earlier statement, there is a level below which the Nation cannot afford 
to allow farm income to fall. That national depressions are farm led and 
farm fed is the lesson of history. A part of the historical record is presented 
in chart A appended to this statement. 

Another part of the record is that when prices received by farmers is below 
parity we have less prosperity among other segments in the following year. 
lor example, after each of the 17 years since 1928 when farm prices were be- 
low 100 percent of parity, unemployment in the next following year averaged 
13.2 percent of the civilian labor force; in the years next following the 10 
when farm prices were 100 percent of parity or above, unemployment averaged 
only 3 percent of the civilian labor force. Changes in the index of industrial 
production in any year shows a similar reaction to below- or above-parity farm 
prices, if military orders are excluded from the figures. 


NATIONAL DEPRESSIONS ARE FARM LED AND FARM FED 
Farm depression led the panic of 1830; the even worse depression of 1544; 
the big recession from 1858 to 1860; and each of 12 depressions between 1870 


and 1914. Falling farm prices led the drop from 1919 to 1922. They led again 
in 1929-32, 1987-38, in 1949, and now they are falling again. 


Drops in farm income lead the way down 


Monthly average | Average weekly Monthly average |Average weekly 
of gross farm earnings, indus- of gross farm  jearnings, indus- 
income (millions trial worker income (millions | _ trial worker 
of dollars) of dollars) 

1919 acme! $1, 214 $22.08 || 1932- - - . 395 17.05 

1920... 1, 050 26. 30 1933. . 16. 73 

1921 676 22. 18 1951. 2, 757 64.71 

1922 : 21. 51 1952... 2, 747 67. 97 

1929 942 25. 03 1953 - . 2, 636 71.69 

1930. . eaehd 75 23. 25 1954 ! 2, 246 70, 92 
1931. _. 531 20. 87 

1 July. 
? cictibieinh 
Parity Industrial | Present un- waee 
ratio production employed earning 

October 1952 -- : eee 2.7 70. 28 

January 1053. ............... s.caske a4 134 3.0 71. 34 

OR Sa ee itil etek S btiamnal a4 137 2.1 7L. 63 

October 1953 _ -- 4 ook =e a ds 90 132 1.8 71.73 

(| Me eee d ‘ 92 | 125 | 4.9 70, 92 

Ben MNO che ee his ss sndlace wet ao Le 90 123 5.8 70. 53 

I Be sical bs nillthice «aban 0 sieis b+ candeataene» 4is08 SS 123 5.1 71. 68 

en SOON. «5c .ccccebmebcopin ed eee 87 124 4.8 71. 86 


In 27 years of history, since 1928, only once did above parity farm prices fail 
to be reflected in full employment the following year (1948-49) ; and in only 
2 years (1928-29 and 1942-48) did below parity farm prices fail to boost the 
level of unemployment the following year to above 3.5 percent of the civilian labor 
force. 

Quotations of authorities and examples and demonstrations of the type just 
cited could be multiplied many times. The influence of falling or rising farm in- 
come on the health of the rest of the economy simply cannot be scared away with 
comments about tail-wagging by President Eisenhower's Secretary of Agriculture. 
The facts of the situation remain regardless of what he says or does not say. 
The facts strongly suggest that there is a level below which the Nation cannot 
afford to allow farm income to fall if it wishes to maintain full employment and 
other elements of national prosperity and economic health. 
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FULL EMPLOYMENT FARM INCOME 


According to our figuring, and based upon the official forecasts of the United 
States Department of Agriculture, it looks as if, in 1955, national farm gross in- 
come will be $714 billion lower and farm family net income will be over $344 
billion less than would be consistent with the goal of an expanding full employ- 
ment economy. The details of our calculations are included in chart B. Briefly, 
our figures indicate that for farmers to make their full contribution to a full em 
ployment economy, farm families’ net income ought to be somewhere close to 
$15.4 billion in 1955 instead of the $11.4 billion now predicted by the United States 
Department of Agriculture. National farm gross income should be in the neigh- 
borhood of $39.7 billion instead of the $30.5 billion projected by the Department 

It is of more than passing interest to note that prices received by farmers 
in 1955 should average 100 percent of parity instead of the current level of only 
s6 percent, national farm gross income would probably rise to $38.5 or $39 billion. 


CALCULATION OF FULL EMPLOYMENT FARM INCOME 


The farming segment of the national economy should be enabled to make its 
full contribution to the attainment and sustaining of an expanding full employ- 
nent economy. To do so, it must be able to earn by sale of its products a suffi- 
cient national farm gross income to pay all farm production and capital deple 
tion and replacement costs and leave a national farm net income that will give 
farm families a purchasing power equivalent to their numbers in an expanding 
full employment economy. 

Admittedly, there is room for argument as to the amount of national gross 
farm income that is required to keep farmers from being a drag on nationa 
prosperity. Outlined in the paragraphs that follow is one logical method of ar- 
riving at such a figure. 

fo do their part to maintain an expanding full employment economy in future 
vears, farm families should have at least the same relative per worker income 
as they had in high employment years of the immediate past. The most recent 


5 individual years in which the number of unemployed averaged less than 3.5 


percent of the civilian labor force were 1953, 1952, 1951, 1948, and 10945 (chart C) 

The average realized farm net income per unpaid family worker during those 
years was $1,914, as reported by the United States Department of Agriculture. In 
a real sense this figure can be considered as the farmworker income that was con 
sistent with a full employment economy in the immediate past. 

For the national economy to grow at the rate required to maintain full em- 
ployment, the incomes and purchasing power of consumers must keep pace with 
the increasing produetivity per man-hour made possible by advancing technolowy 
The nearest approach to this by any large group of consumers in the economy 
has been the workers in manufacturing establishments, although their wages 
have seriously lagged behind the required rate in past 2 years. Certainly, the 
family workers on America’s farms should be enabled to keep pace with the re 
tarded rate of inerease in hourly wages of manufacturing workers. This is the 
minimum that an expanding full employment economy can allow, if depressive 
maladjustments are to be prevented. 

Hourly wages of manufacturing workers averaged $1.48 during the 5 most 
recent maximum employment years. In December 1954, the figure was $1.85 
or 24 percent greater. ‘To keep pace, the average net farm income per farm 
family worker should, in 1955, be at least $2,373. 

The Department of Agriculture reports an estimated 6.5 million family 
workers on farms in 1954. 

For each of these to be enabled to earn a full employment income of $2,373 
would mean a national realized net income of farm operators of $15.3 billion. 

Turning now to the production cost component of farm gross income, annual 
national farm operating costs, in the 5 full employment years of the past period, 
averaged $19.9 billion. During the same period, farm operating costs were 58 
percent of the gross income. By 1954 farm operating costs took up 63 percent 
of the gross income, owing largely to increased mechanization, higher land 
values and thus higher variable and overhead farm costs of production per unit 
of product. This was a further extension of a constant trend observed over the 
entire 45 years of which statistics are available to chart it. 

Income available to cover farm operating costs and capital impairment and 
depreciation in 1954 had to be 9 percent higher than in the base period years 
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Moreover, the per unit cost of production items (prices, wages, interest, and 
taxes) rose from the average of the base-period years from an index of 25 
(1910-14 equals 100) to 284 (1910-14 equals 100) or by 9 percent. Farmers in 
1954 not only had to buy 9 percent more off-farm goods and services relative to 
output, but also had to pay 9 percent more per unit for what they bought. 

If farm production is not to lag behind population increases, provisions must 
be made to cover the increased cost of producing the increased supply required 
by a larger national and world population. Since the base-period years, United 
States population increased by 7 percent meaning that food and fiber consump- 
tion and production and therefore income to cover production costs needed to be 
that much greater to maintain per person consumption rates. And, it should 
be noted that in none of the base-period years, except 1953, did increases occur 
in so-called agricultural surpluses. 

It would be reasonable to suppose therefore, that a full employment economy) 
in future years should be equally capable of using and paying the —— tion 
cost of an equivalent supply of farm output as in the base-period years. In any 
event, increased output means increased production costs and the income needed 
to pay production costs must be greater. Total farm output in 1955 is expected 
to be about 3 percent higher than in the base period years (an index of 107 as 
compared to 104). 

Multiplying the $19.9 billion base period average farm production costs by 
the several adjustment percentages just discussed gives a 1955 full-employment 
farm cost and production figure of $24.3 billion. 

Adding national full employment farm net income of $15.3 billion to national 
full employment farm costs of production of $24.3 billion results in a 1955 full 
employment farm gross income total of $39.7 billion. 

If farmers are to maintain the farm plant of the Nation and make their full 
contribution to production and purchasing power to an expanding full-employ- 
ment economy, national total farm gross income in 1955 should be close to $40 
billion instead of the approximately $3144 or $82 billion now forecasted by United 
States Department of Agriculture. 

At the expected national farm production this level of income could be 
obtained if prices received by farmers should average 103 percent of parity as 
now calculated instead of the current 86 percent of parity level. 


CHART B.— Calculation of 1955 full employment farm gross and net income 


(a) Acreage annual realized net income of farm operators (base 


OTUONE WOME Ys cece Ree reapers ane on ected ocd tel $13.9 billion. 
(b) Average number farm family workers (base period years)___. 7.2 million. 
(b) Average number farm family workers (base period years) ___ $1,914. 
(d@) Wages per hour of manufacturing workers (base period 
WD cree corsa ere —Sremen sene ane ee acaba e tbh epee $148. 
POTEURI YG TOO cao vibra eee tds oe Be ID L2k. GLGRK 
Index for January 1955 (base period=100) ____._____-__. $1.24 
(e) 1955 Full Employment Farm Net Income per family 
WU Nc caesn es entero ceo ae hain ahaa aee dian ae eg LAE 2,373. 
(f) Number of family workers on farms, 1954, average_________ 6.5 million. 
(g) Total 1955 full-employment national realized net income of 
Paral Operators... oe Lk SA SS td $15.4 billion. 
(h) Average annual farm operating costs (base period years)__. $19.9 billion. 
(i) Increase in ratio of operating costs to gross income 
CY vncests decierrsn genet tee Ul Le $109. 
(j) Increase in farm output (index base period=100) exdpues dtecdbab arnt 108. 
(k) Farm cost of production index: 
jag Ra ag SO ie SR RE ger Alois 266. 
JARUET TY 1000 es Jo OLE SU 290. 
mncrenae over Heme ee i! De AEE ge bit hi De 109. 
(l) Total 1955 full-employment level farm cost of produc tion____. $24.3 billion. 
(m) Total 1955 national full-employment farm gross income____. $39.7 billion. 
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Cuart C.—Economic indicators for 5 most recent years of full employment 


Percent | Realized . ‘ Farm 
an F: United os 
loyed in sam a Family "ou came jain States 
, 4 | ployec i @ eo x aes ring operat- | gr? al Yost « 
Year om | farm op- Se at wages | ing costs; income — wave te Out 
labor | erators |‘@¥Mons) per hour | (billions) | (millions) 7 oe put 
Wiane ; (millions) tion = 
force | (billions) index | Wdex 
1953- 2.4 $13. 3 6.6 $1.77 $22. 2 $35. 4 159. 6 286 108 
1952 2.7 13.6 6.7 1. 67 23. 2 36.8 157.0 298 107 
1951 3.0 14.5 7.0 1. 59 22.4 36.9 154.4 292 103 
1948 3.4 15.6 8.0 1. 35 18.9 34.5 146. 6 266 104 
1945 1.9 12.3 7.9 1. 02 13.0 25.3 139. 9 19) ” 
Total_ 69.3 36. 2 99. 7 168. 9 
Average 13.9 7.2 1. 48 19.9 33.8 151.5 266 104 
January 1955_-_|. 6.5 1.83 164. 0 290 107 


PARITY FARM INCOME REQUIRED TO INSURE FUTURE FOOD SUPPLY 


We shall not in this statement restate the facts incorporated in the United 
States Department of Agriculture publications printed in 1951 and 1952—The 
Fifth Plate and Keeping Your Plate Full. Members of the committee have read 
these bulletins and copies are still available for other interested persons. The 
facts and trends in those publications are as true today as they were the day 
they were printed, with one exception. That is this: The Bureau of the Census 
has again raised its estimate of the rapid future growth of our national popula- 
tion. Instead of a fifth plate to fill in addition to four now supplied, it would 
be more accurate to speak of a fourth plate to be filled in 1975 for each three 
that must be supplied now. 

Reputable sociologists now think the Census Bureau’s top estimate of a United 
States population of 220 million people by 1975 may be somewhat low. We do 
not pose as experts on this subject. However, we do know that the population 
of the United States is growing by 2.6 to 2.8 million persons per year the last 
several years. Whereas in 1950 there were 151.7 million population, in 1955 
there are about 166 million, an average increase of 1% percent compounded 
annually. 

This rapid population increase means that by 1975, we shall need a lot more 
food than we now produce just to feed the extra plates three times a day. To 
be more exact nearly 35 percent more food and fiber will be needed in 1975 than 
in 1955 just by the increased population with no allowance for improved diets 
and clothing standards. 

It is inconceivable that the American people will not improve their diet and 
clothing standards by at least 5 percent over the next 20 years. If so, this 
would mean an effective domestic demand for farm products in 1975 of 40 per- 
cent more than in 1955. 

To meet this increased demand few additional acres of unused farmland are 
available for expansion. The required increased production will have to come 
from land already in existing farms. This means higher yields per acre of crop- 
land and pasture. 

We have no fear but that this greatly increased need for farm production can 
be fully met, if, as a Nation, we do not allow a magnificent farm plant to become 
deteriorated and become run down. But we must, in good conscience, as fore- 
sighted American citizens, point out that continuation of sliding scale farm 
policies raise a grave risk that reduced farm income and dismantled agri- 
cultural soil and water conservation programs will so deteriorate our farm 
lands and reduce and debilitate our farm people that the Nation will be running 
a grave risk of not having enough to eat at some time in the future. 

Here are the words used by Economics Prof. Willard W. Cochrane of the 
University of Minnesota to describe the sliding-scale process of farm de- 
terioration : 

“Now I have been careful to say that falling farm prices generally for all 
farm commodities will not reduce total farm output in the short run—and 
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1 don’t think they will in the long run either—but lower farm prices and lower 
net incomes will do something. Low farm prices and dragging incomes will in 
the dynamic setting slow down the rate of total output expansion. In the long 
run we may expect this approach to solve the surplus problem by permitting 
demand to eateh up with supply. 

“How does this come about, you ask? It comes about through the long and 
painful process of low prices, low income, financial distress, reduced levels of 
living and business failure. In this context, farmers cannot, or are unwilling 
to, invest in new and improved practices, new and more productive machinery 
and equipment and improved facilities. Thus the rate of technological advance 
on farms is slowed down and with it the rate of output expansion. The pressure 
of food supplies on demand is slowly relieved and the surplus condition in agri- 
culture corrected. 

“This is the long, hard, ‘let things alone’ approach to the problem ; it effects a 
solution through financial distress, personal suffering and reduced technological 
advance.” 

That is the process as Cochrane describes it. His description seems accurate 
in terms of our practical experience as farmers. Through the process of falling 
farm prices to falling farm income, to expansion of farm debt, to bankruptcies, to 
increase in tenant operation of absentee-owned farms, farm abandonment and 
concentration into larger and larger holdings, a very severe strain is placed upon 
the farm resources, soil, water, fences, machinery and the rest. 

The farm owner tries to meet his costs and repayment on debts as he tries 
harder and harder to hold on to his farm. Something must give somewhere so 
the land, water, buildings, improvements and other capital begin to suffer. 
Before long they begin to deteriorate very badly, if the family has not already 
given up the fight and moved to town. 

Yes, there will be no “surplus problem” when the soil resources are gone and 
the farm people have moved away. If that’s the way we want to reduce the pres- 
sure of supplies on effective demand we can do it. But it will take a long time. 

The sliding scale way will involve a lot of human suffering and resource loss 
but in the long run it may bring supplies in balance with demand. But that 
ultimate day when the sliding scale has worked its final result may be a sad day 
for the Nation. 

Picture in your minds the situation; the sliding scale program has brought 
farm production into line with demand. Not many farm families are left on the 
land. National population has increased apace. Farm lands and water re- 
sources have been depleted and eroded. Families still on the land are deeply in 
debt. Living standards on the farm are unbelievably low. Much top soil has 
been lost; water tables have dropped; soil structure has been irreparably in- 
jured; improved farm technology has not been adopted and placed in use. 

Then imagine just at the moment when the sliding scale approach has attained 
this zenith of its mission and supply just barely balances demand—a national 
emergency breaks out. How many billions would we then be willing to spend 
to bring the families back to the land, to recapture the lost top soil, to replenish 
the depleted water tables, to rehabilitate the farm plant so the people of our 
Nation will not go hungry? 

This does not need to happen. It will not happen if we revise the trend toward 
sliding scale farm policies and replace it with intelligent policies designed to 
maintain and encourage an economically healthy family farm agriculture. 


FULL PARITY PRICE SUPPORTS NEEDED TO PRESERVE FAMILY FARM 


Sliding seale farm income policies will destroy the family farms of the Na- 
tion. This will happen by the process of deterioration traced out above. Dy- 
namic progressive reductions in price support levels will lead to falling farm 
prices and incomes and thus lead to mining of the soil, wearing out of capital 
assets, greater reliance upon credit, reduced family living standards, and 
ereater soil mining in a futile effort to meet interest payments on debt, and 
ultimate bankruptey with a new owner-operator taking over to repeat the dis- 
astrous and discouraging cycle. 

Only the factory in the field with cheap labor can live through a period like 
that. We are convinced that such a development would not be in the national 
public interest. 


> POE 2c 


‘ 





yo-_ —————, 


w 








PRICE-SUPPORT PROGRAM 61 


FAMILY FARM MUST BE PRESERVED 


National Farmers Union over all the 53 years of its existence has been opposed 


to the growth of industrialized agriculture. We do not like to see encourage- 
ment of the growth of factories in the field. Family farms, we are convinced, 

‘e conducive to preservation of the American democratic free-enterprise sys- 
tem. Industrialized agricultural units, we feel, whether corporate or indi- 
vidually owned or State-owned collectives, are basically inimical to the na- 


} 


tional well-being and the democratic rights and liberties enshrined in the United 
States Constitution and its Bill of Rights nd other amendments. Chart D 





illustrates a part of the basis of our conviction in this matter. You will note 
that on family farms, the far family self supplies most of the labor, man- 
agement, financing, and capital ownership. Even on the largest family farms, 
the f supplies most of the manual labor. However, on industrialized agri- 
it | units, most of the labor, and on State-owned collectives all of the labor, 
is provided by hired hands. Under the latter circumstances, the economic func- 
tions are split and farming loses its integrated hesive nature. Economic class 
contii is invi 1 if such units are widespread within an economy, that 
society would lose a major bala force for political and social stability. 


CuHart D.—Family essence of family farm 


Proportion of Labor Performed by Fam 











Family Farms ($250 - 10, ) 
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State-Owned Collectives 





BAD FARM PROGRAM IS ACHILLES HEEL OF SOVIET SYSTEM 


In connection with this subject, we invite the attention of committee mem- 
bers to the leading article in the February Harpers magazine, Why Communism 
May Fail, by W. W. Rostow. After 3 years intensive study of the Soviet system 
at the Center for International Studies at Massachusetts Institute of Tech- 
nology, Rostow concludes that “Marx failed to understand the farmer.” From 
that misunderstanding has followed a century of Communist theory and prac- 
tice. And, more important, from Communist theory and practice has arisen a 
set of problems whose solution or failure of solution may well wreck the inter- 
national Communist movement—or force profound and wholesome change upon 
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it. Perhaps the most dangerous enemy of communism is the stoic, passive peas- 
ant in Eastern Germany, Poland, the Soviet Union itself, China, and Northern 
Vietnam. “* * * The passive figure of the peasant, trapped in totalitarianism, is 
joined as a potentially mortal enemy of communism by the farmer of the free 
world—notably in the underdeveloped areas and perhaps most notably, at the 
moment, by the awakening of the Indian peasant.” 

That ends the quotation from Rostow’s article. As a result of its harassment 
and hounding of the farmer—as a result of refusal to recognize the basic impor- 
tance of the family farm pattern of agriculture—as a direct result of destroying 
family farms and developing the large industrialized agricultural production 
units, with day labor, on collectives, the Soviet Union has become a net food 
importing nation with a lower food standard now than when it was a large net 
exporter with a high food standard in 1928. 

The United States must not adopt the policies that lead to industrialized 
agriculture. We must reject the ill-advised counsel to transform 5 million 
family farms into a few hundred thousand factories-in-the-field. Yet, urging of 
that very development seems to be the import of recent speeches by the Assistant 
Secretary of Agriculture, who is preaching the Butz law of economics, “adapt 
or die, adjust or perish.” 

We are convinced that such a trend would be bad both domestically and with 
regard to international affairs. We are convinced that the family farm ideal is 
one of the Nation's most potent exports of hope and good example in world 
affairs and a bulwark of democracy here at home. We are also convinced that 
repeal of the sliding scale is essential to the preservation of the family farm and 
its health and prosperity. 


FULL PARITY FAMILY FARM INCOME IS ECONOMIC JUSTICI 


The need of and justification for a Federal family farm income program grows 
out of the economic characteristics of the family farm and of the economic 
climate within which farm families live and work, and buy their supplies and 
sell their products. History shows that without the additional countervailing 
market bargaining power supplied to farmers by price supports and related 
Federal activities, prices received by farmers in normal periods tend to fall 
rapidly while farm costs of production and living increase or remain stable. 
This brings greatly reduced farm family incomes and purchasing power. 

The record of history strongly suggests that farm prices start or continue to 
drop any year when the gross national product fails to expand at a rate of at 
least 8 percent per year. This is for reasons we shall go into later. The result 
is that farming along with coal mining and other raw materials industries that 
are not largely monopolized are the most easily hurt segments of the national 
economy. 

The top section of chart DD indicates that the 11 years since 1929 when the 
physical volume of gross national product increased by 8 percent or more the 
purchasing power of farm income rose in all but 1 year (1952 to 1953). In the 
13 years when the physical volume of gross national product decreased or rose 
by less than 8 percent, in only 3 years did farmers’ purchasing power rise. These 
three are 1932 to 1933 when we first recovered from the bottom of the 1929-32 
drop; and 1945 to 1946 and 1946 to 1947 when farm income rose owing to the 
elimination of wartime price ceilings. 

The middle section of the chart indicates the same relationship between farm- 
ers’ purchasing power and changes in the money value of gross national product. 
The two sections of the chart strongly suggest that normally farmers cannot 
make progress toward parity farm incomes unless the rate of national economic 
growth approximates a rate of 8 percent a year compounded annually. 

Since such a rate of growth would probably be inflationary and in other ways 
undesirable from a national public interest standpoint, the solid implication is 
that something more than full employment is necessary to allow farmers to 
progress toward parity incomes. 
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CHart DD.—Relation between changes in gross national product and hanges 


in purchasing pote oj farm wmcome 


? v ¥s 
pow yu far 
Years when phy il volume of gross national prod 
A] In sad 
Increased by 10 percent o ‘ , 
Increased by 8 perce! 4 3 1] 
Increased by n8 pe ‘ ‘ 
Decreased ) 23 ‘ 
All years 24 I 11 
11952 to 1953 
2 1932 to 1933: 1945 to 1946; 1946 to 1947 
(ll years since 1929) yea . 
power of fa 
Years when dollar value of gross national product 
All years Increased ased 
Increased by 10 percent or more 13 e 
Increased 8 or 9 percent i ° 
Increased 7 percent or less 3 { ; 
Decreased - 
All years ofa 24 Ll l 


1 1932 to 1933; 1945 to 1946 


Relation between employment and farm parity (years since 1929, except 1946 
and 1947) 


Percent of civilian labor force unemployed wus P : farm parity 
0 to 2.5 . 4 
2.6 to 5.0 7 6 104 
5.1 to 10.0 3 } 
10.1 to 15.0 2 87 
15.1 to 20.0 4 78 
20.1 to 25.0... ‘ 71 


Chart E gives the record of how in past periods of economic depression farm 
gross income has dropped precipitously, while farm production costs remain 
relatively stable. The inevitable result is recorded in the third column, farm 
operators’ realized net income fell even more rapidly than farm gross income. 

Chart F shows part of the reason. Prices received by farmers drop like a 
plummet, while the prices paid for things that farmers buy from nonfarmers 
usually continue to incerase or show practically no reductions. 

These charts show the results of farmers’ relatively weak bargaining position 
in an otherwise administered price market. 


FREE COMPETITORS DEAL AT A DISADVANTAGE WITH MONOPOLISTS 


A part of the farmers’ weak bargaining power grows out of the fact that each 
farmer is only one person in a field of millions of competing sellers or buyers 
trying to bargain with middlemen who posses a higher or lower degree of market 
monopoly power by virtue of the small number of firms in many industries 

Another large part of the farmers’ relatively weak bargaining position re- 
sults from an important difference in the relative proportions of fixed to variable 
costs in industrial compared with farm production. On the average a family 
farmer can save only 23 percent of his total production costs by cutting his 
production in half, while the industrial manager ean save on the average 45 
percent of his total costs by cutting production schedule in half. These facts 
are given in charts G and H. 
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The effect of this situation is that the individual farmer, as long as he can 
stay in business, tries to meet falling prices by shifting around from commodity 
to commodity and to increase total production in a futile attempt to maintain 
income, 

The record of history of the United States shows increasing agricultural 
production and accumulating stocks pressing against consumer demands in 
every peacetime period, except 1900 to 1914, a period of extraordinary popula- 
tion increase. 

in all other peacetime periods of our history the ability of farmers to produce 
has increased more rapidly than population. ‘Total farm production has in 
the past and continues to increase year after year either from new lands and 
increased workers on farms or from farm technological advance. Total demand 
for farm products also increases from year to year based largely on population 


increases and rising per person real incomes of nonfarmers. But historically 
and currently, expanding farm output has tended to push constantly ahead of 
increasing money demand. The result has been, and will be, in the absence of 
a specilic farm program cure, chronically low farming prices and dragging farm 
fami incomes 

fact, the productive ability of farmers has increased so rapidly over the 
years that together with the normally high farm birthrate an increasing part 
of farm 1 i youth has had to find careers off the farm. Just in the last 45 
years the index of farm output per man-hour of farmwork has increased from 


{6, 1910-12 average, to 123, the 1952-54 average. ‘To the extent that total farm 
production runs ahead of increased demand, farm prices and incomes fall. To 
the extent that the rate of drop in national farm income exceeds the rate of 
decrease in the number of farm-operator families, per form and per family income 
drop and living standards on farms fall. History indicates that during most 
peacetime periods farm production increases at a faster rate than total national 
population and national farm income drops faster than farm family numbers. 
The result is an industry made up of over 38 million commercial farm-operating 
families whose incomes are chronically low because of low prices resulting from 
relatively weak market bargaining power and a total production that expands 
faster than money-backed demands. 

If there are good reasons for continuing to tolerate corporate mergers and big 
business, and there are many reasons why we do so even to the extent of Federal 
subsidies and protections for industries characterized by a small number of firms, 
then it is only a matter of simple justice that the powers of the Federal Govern- 
ment be used to even up the bargaining power of farm operators. 

We are convinced that Congress agrees to the justice involved in the farm 
Parity concept. We believe that the great bulk of American citizens are, also, 
agreed. It was the 80th Congress in 1948 that adopted the following definition 
for parity farm income. 


e 
“Y 
’ 


b. Public Law 897, 80th Congress, Agricultural Act of 1948, title II, section 201 
(a) (2) 


‘Parity’, as applied to income, shall be that gross income from agriculture 
which will provide the farm operator and nis family with a standard of living 
equivalent to those afforded persons dependent upon other gainful occupation. 
‘Parity’ as applied to income from any agricultural commodity for any year, 
shall be that gross income which bears the same relationship to parity income 
from agriculture for such year as the average gross income from such commodity 
for the preceding ten calendar years bears to the average gross income from 
agriculture for such ten calendar years.” 

This definition is as good today as the day it was adopted. It should be made 
the specific goal of the Nation’s farm programs. 


DO FARM FAMILIES RECEIVE PARITY INCOMES ? 


Judged by this definition, farm families certainly are not anywhere near to 
getting parity farm incomes. Even in 1952, when farm prices averaged 100 per- 
cent of parity the median income of farm families was $300 per year lower than 
that of unskilled and service labor which was the lowest of the 6 nonfarm groups 
reported by the Board of Governors of the Federal Reserve System. See Chart I. 

sureau of Labor Statistics has estimated that a Denver, Colo., city worker’s 
four-person family in terms of 1949 prices needed an income of $3,800 in order 
to have a modest but adequate standard of living. In terms of the lower prices 








oe ti = = 


19 
19. 
19 
19 





Mi we 





PRICE-SUPPORT PROGRAM 65 


farm families pay for food and rent (15 percent less) that means that a farm 
family should have had about $3,200 (in 1949 dollars) in tetal income available 
for family living in order to have what might be termed a “modest but adequate 
American standard of living on the farm.” 


Less than one-third of America’s family farmers (1,002,372) were able to earn 


this much or more income in 1949 More than two-thirds (2,500,819) had less. 
Gallup poll in 1953 found that farmers think that about $2,100 per year is the 
“smallest amount needed for a farm family to ge by on.” 


By the measure suggested by farmers themselves, approximately 1,608,517 
(45 percent) family farmers had inadequate incomes, and about half (50 per- 
cent) of all families living on farms had inadequate incomes according to the 
United States Census 

FARM DISPARITY GROWING 


Chart J indicates that the disparity between farm and nonfarm family income 
became greater from 1952 to 1954 Whereas per family farm income dropped 
by 10 percent, there was no change in the per person income of nonfarm people. 
Profits of large corporations was up 10 percent. Over the same period farmers’ 


net worth dropped by $10 billion and their debts rose by $1 billion 





Official figures make it clear that farmers never have had parity income and 











their disparity has been getting progress ely worse over the past 2 vears as 
the sliding-scale philosophy has been successively applied to more : irm 
commodities. 
‘HART E ‘arm prices and income fall rapidly wu farm costs are sing or 
CHART E.—HI ] l ul l l } 
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1 Not available. 





66 PRICE-SUPPORT PROGRAM 


High overhead costs keep farmers producing. Industry can escape costs by 
cutting down production. 
‘arm fixed costs are high proportion of total costs. 





1952 
Tete) farm: production costes. cael coud da suse __. $35, 000, 000 
Annual cash farm operating expenses___..-...-.--.---__-__--- 16, 000, 000 
Annual overhead fixed costs, amount_._.--..-.-__.________ 19, 000, 000 
Percent of total costs... biti. Jibei etree 54 


Source: Bureau of Agricultural Economics. 


Industrial fixed overhead costs are low proportion of total costs. 


Tractor anc rm machinery manufacturing concerns, 1947 
T t i fa machinery manufacturing concerns, 194 


mens POSTS. SO ee oss SN DU RE OO er _. $1, 779, 000, 000 
Variable costs____-- Sai bo VRE 2 a a bg _. 1,602, 000, 000 

Fixed overhead costs, amount. .---~ dithtetucedh ods e 117, 000, 000 
Percent of total cost____.--_ tae Ldstebonieteh ght the th hidden ok bee thee bbl 10 


Source: Statistical Abstract of United States, 1952. 


Result is industry can cut costs greatly by reducing production. Farmers 
cannot. 

Farmer can save only 23 percent of his total costs by his cutting production 
in half. 

Industry can save 45 percent of total costs by cutting production in half. 
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SLIDING-SCALE APPLICATION 


The Eisenhower sliding-scale philosophy has resulted in repeated cuts of the 
price-support level for milk and butterfat, for corn, oats, rye, barley, and grain 
sorghum, and for cottonseed, flax, and soybeans. The sliding-scale philosophy 
caused the administration to sit complacently aside while prices of beef cattle, 
calves, and lambs tumbled from well above parity to less than 70 percent of 
parity. Sliding-scale thinking prevented action to stop disastrous drop in 
the prices of eggs and chickens, even though high-ranking partisans, including 
the national chairman of the President’s own political party, were reported by 
the press to have called in person to urge remedial action at the summer White 
House in Denver. As the members of your committee know, prices of pullet 
eges were allowed to drop as low as 6 cents per dozen. So low in fact that one 
successful candidate for Congress was reported to have carried a hen during 
the campaign and didn’t bother to save the eggs because they were so cheap, 


FARMERS HEADED FOR ECONOMIC BASEMENT 


The result of this inaction, as members of the committee know, Mr. Chairman, 
has been a severe drop in farmers’ gross income from sale of commodities pro- 
duced by them. And an even greater cut in the net farm income available for 
family living—that is the wages or take-home pay for the operator’s family labor 
and management. 

We have prepared a chart, Mr. Chairman, showing the effect upon the average 
farm in the United States. This chart is based upon official figures of the De- 
partment of Agriculture. 

This first bar shows the production costs and income of the average United 
States farm in 1952 when prices received by farmers averaged 100 percent of 
parity. You will note that the average farm family averaged about $200 per 
month for its labor and management. 


SLIDING SCALE CUTS TAKE-HOME-PAY IN HALF 


Administration efforts to reduce farm price-support levels started early in 
1953 with the results shown in the second bar on the chart. And the efforts 
were continued throughout 1954. The last bar shows the estimated production 
costs and income of the average farm when we reach the bottom of the Bisen- 
hower sliding-scale law. You will note that at the bottom of the sliding scale the 
average United States farm family will be able to earn about $100 per month for 
its labor and management, about one-half the 1952 figure. In 1954, farm families 
were about half-way to the bottom of the sliding scale at about $150 per month 


earnings. 





FARMERS WANT SLIDING SCALE REPEALED 


We submit that these simple, but eloquent, facts demand early action to repeal 
the Eisenhower sliding scale. We are fully conscious of the fact that at least 
one contemporary farm organization has urged that the sliding-scale law be left 
on the books, But, in this matter we are convinced that they are not represent- 
ing the majority opinion of farm people nor the best interests of the Nation’s 
farm families. 

A 75 percent of parity law means that the large majority of farm families 
can earn less than $100 per month: a 100-percent law would mean that average 
family could earn under existing conditions about $200 per month of take-home 
pay before taxes. 


FARMERS UNION FAVORS FULL PARITY SUPPORTS 


National Farmers Union favors the enactment of legislation that will provide 
support at 100 percent of parity, by means of production payments in effective 
combination with other methods, for the family farm production of all farm- 
produced commodities. We are convinced that if our farm program is to last it 
must deal with what might be called the discrimination problem. In the long 
run, this is a question of whether we want shared prosperity or shared disaster. 


SHARED PROSFERITY OR SHARED DISASTER 


Unless Congress repeals the sliding-scale law, wheat farmers in 1956 will join 
dairy farmers in the economic basement at the bottom even if they approve 
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marketing quotas in the referendum. If quotas are disapproved, family farm 
wheat producers will be in the economic subbasement. Moreover, wheat farmers 
vill share the dairy farmers’ fate when the wave of foreclosures starts. With 
the sliding scale in effect, it will be only a matter of just a few years until the 
producers of peanuts, rice, cotton, and corn will share this fate and join cattle 
ranchers who even in 1953 not only worked for nothing all year but actually 
were forced to contribute an average of 18 cents per hour of family labor for the 
privilege of working for nothing. This is according to an official United States 
Department of Agriculture report. 


COMPLACENCY NOT IN ORDER 


Complacency by wool, sugarcane and beet, and tobacco producers would not 
seem to be justified by thoughtful reasoning. Put all other farmers at the bottom 
of the sliding scale and it will be only a matter of time until inevitable economic 
and political forces will destroy the 106 percent of parity wool program, the 90 
to 100 percent sugar program and the 90 percent of parity tobacco program. 

We urge immediate action, Mr. Chairman, to repeal the sliding scale and to 
replace it with legislation providing a firm and adequate program. 


IMPORTANCE OF DAIRY FARMING 


We are encouraged that a House subcommittee is giving attention to the dairy 
problem, Milk and butterfat are of fundamental importance to the American 
economy, in terms both of consumer and nutrition needs and in terms of farmers’ 
income. We hope that legislative action on the dairy problem will not be long 
delayed. Milk-producing family farmers are badly hurt economically—continu- 
ation of current disastrously low levels of returns will inevitably bring about 
an exhaustion of capital assets and resources, of credit resources and repayment 
ability and, in the not-too-distant future, set off a wave of dairy farm bankrupt- 
cies and foreclosure sales. Every reputable opinion poll in dairy areas indi- 
cates that dairy farmers themselves look upon this prospect with neither merri- 
ment, satisfaction, nor contentment. 


MILK AND BUTTERFAT SHOULD BE BASICS 


Certainly by every dictionary measure of importance milk and butterfat should 
be classified and treated as basic commodities. They qualify on the score of 
importance to consumers. They qualify as producers of a significant part of 
national farm gross income. The major reasons they do not now so classify 
are two: 

1. The right to use marketing quota authority has never been extended to 
milk producers; and 

2. The purchase, store, and market-diversion methods of price market support 
do not work very well for milk and its programs. No one has yet figured out 
how to apply the loan or purchase agreement method to milk supports. And 
finally, Congress has not recently authorized use of the only known method of 
support effectively applicable to milk. We are referring to production pay- 
ments. 

ALL FARM COMMODITIES ARE BASIC 


Milk and butterfat are not the only commodities that should be classified 
as basic. In logic and justice all farm commodities should be treated as 
basics. To the farm family that earns the major share of its income from the 
production of a commodity, minor though it may be in national terms, that 
commodity is basic to that farm family. Workable ways must be found to 
provide mandatory 100 percent of parity supports to the returns on the family 
farm production of all farm commodities, not just a select few. We believe that 
production payments in combination with other methods are applicable to all 
commodities. 


WILL FIRM PRICE SUPPORTS PROTECT FARM INCOME? 


No lesser personage than President Eisenhower himself has repeatedly put 
into doubt the question of whether firm price supports are effective in maintain- 
ing farm prices and income. The point he made according to newspaper reports 
is that the 12-percent drop in farm income since 1952 and the drop in the parity 
ratio from 100 to 86 percent all took place while what he calls high and rigid 
supports were in effect; that the sliding scale has not yet started operating. 
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That is true with respect to the six basics but not true with respect to many 
other commodities. 

As the bottom part of chart L indicates, for the 7 commodities which manda- 
tory Minimum supports were provided by law in 1953-54, the price changes 
have been nominal, except for rice which in 1952 was selling at well above the 
90 percent of parity support level. 

Commodities with sliding-scale price supports that were lowered by the 
administration show an almost uniform 25-percent drop in market prices re- 
ceived by farmers, while typical commodities that have had no formal price 
supports show a typical drop in market price of about one-third. 

Sliding-scale philosophy has been applied to many commodities and their 
prices have dropped drastically, while prices protected by firm 90-percent sup- 
ports have not shown corresponding drops in prices and returns to growers. 

The figures on the top portion of chart L, also throw light on the question of 


effectiveness of price supports in protecting farm-family income. The net 
income of farmers dropped by 55 percent in 1 year from 1920 to 1921 in a period 
when there were no price-support programs at all. This 1 year was almost 5 


times as great as the severe 2-year drop from 1952 to 1954 of only 12 percent, a 
| 


period when at least a partial price-support program Was in operation 


Cuart L.—Price supports cushion drop in net farm income 
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PRODUCTION PAYMENTS AS A METHOD OF SUPPORT 


We have stated earlier that a major defect of the existing price-support pro- 
gram is that it does not provide adequate protection to farm family income. 
This defect is largely the result of an inadequate level or complete absence of 
mandatory price supports and inadequate commedity average. We have recom- 
mended that this defect be corrected by providing mandatory 100 percent of 
parity supports for the family farm production of all farm commodities. 

Then we listed several other serious defects or weaknesses of existing price- 
support programs. All of these could be either eliminated or rendered easier 
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~ 


of correction, if the use of production payments in combination with those al- 
ready authorized by existing law, as a method of support were authorized by 
law. 

Presently authorized methods of price support are nonrecourse loans, purchase 
agreements, and purchases. The first two are fairly workable when applied 
to storable commodities both to iron out seasonal variations in commodity prices 
and to stabilize prices from year to year, to iron out erratic fluctuations in prices 
due to abnormally rapid and severe changes in demand or supply of the com- 
modity. But they are not at all well adapted to the support of perishable com- 
modities. Market diversion purchases work well to relieve temporary seasonal 
market gluts where noncommercial outlets can be easily found. When pushed 
beyond these uses, existing methods of price support bring about or contribute 
to the supplementary defects listed earlier in the statement. 

Production payments as a means of supporting the returns from the sale of 
a farm commodity would work best in combination with the existing methods 
of support and in conjunction with other elements of the full parity family farm 
income program recommended by National Farmers Union. 

If production payments were authorized, we would recommend that market 
purchases of perishable commodities be used to remove from the commercial 
market temporary seasonal gluts that could be quickly disposed of by use of 
section 32 funds, school lunch program, or by direct distribution to relief insti- 
tutions and agencies. Loans and purchase agreements should be used to provide 
a floor level below which market prices would not be allowed to fall, in any 
event; to maintain orderly marketing; to make it possibie for farmers to hold 
storable commodities off the market during seasonal price slumps; and to limit 


the range of operation of the production payment technique. 


NATIONAL SAFETY RESERVE OR EVER-NORMAL STOREHOUSE 


A careful responsible study should be undertaken under control of the House 
and Senate Agriculture Committees to determine the risks involved in natural 
hazards and in war risks hazards in relation to the volume of storable farm 
commodities and products that should be stockpiled against future national 
emergencies. This safety reserve should be established separate from the price- 
support loan and purchase operation. The stockpiled commodities should be 
fully insulated from the market by strict rules prohibiting their reduction ex- 
cept in case of a bona fide emergency situation calling for their use. The 
stocks of such safety reserve should be kept fresh by rotation. 


PRODUCTION PAYMENTS 


Loans, purchase and purchase agreements all perform their income-supporting 
function by removing from the commercial market a large enough part of the 
supply of the commodity that the market prices will rise sufficiently to cause 
the average price received by farmers to equal the support level. This happens 
to a iarge degree because the Government stands willing to execute a purchase, 
a nonrecourse loan or a purchase agreement at the support level. Thus the 
commercial market must pay approximately up to the support price in order to 
obtain a supply of the commodity. Thus the market prices are in a real sense 
a refiection of the established support level. 

When, however, production payments are used as a support method, the 
market price is not pegged. The entire supply of the commodity, or a regulated 
supply, if a conservative acreage reserve or acreage allotments are in effect, 
is allowed to flow into the market through regular channels of trade. Market 
prices for the commodity are determined in whatever way they are determined 
by private market forces at a level where the supply offered will equal the 
suppiy taken. If the average price received by farmers for the commodity 
under such conditions is lower than the support level, each producer is then 
eligible to receive a production payment on that commodity. 


CALCULATING THE PRODUCTION PAYMENT 
The amount of the production payment due each producer would be calculated 


as follows: The extent to which national or regional average prices received 
by farmers, seasonally or annually determined, was below a Similarly deter- 
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mined support price would be calculated as a percentage of the average price 


received by farmers. Each producer would then be eligible to receive a produc- 
tion payment calculated by multiplying this percentage by his actual certilied 


sales volume up to a determined family farm level 
This procedure is now in effect with respect to wool fo1 hich production 
payments were authorized in the Agricultural Act ol 1954 





PRODUCTION PAYMENTS ELIMINATI REIGN TRADE DIFFICULTIES 

Use of production payments would largely eliminate the difficulties for 
foreign trade policy caused by exclusive reliance upon existing methods of price 
support. Since market prices of export commodities would be allowed to fall 
to market clearing levels and since production increases would be prohibited 
or discouraged by the conservation acrea reserve and marketing quotas, the 
justifiable charge of dumping lodged ainst the two-price syste ould be 
eliminated. However, use of production payments uuld allow pri o drop 
to a competitive level with substitutes and with foreign production on a fair 
basis, Export subsidies would become unnecessa y 

Moreover, use of production payments for commodities produced in the 
United States in competition with actual or potential imports would eliminate 
the suction pump characteristics of supported market prices. Thus, e need 


to impose highly restrictive tariffs and severe import quotas would be alleviated. 
PRODUCTION PAYMENTS ELIMINATE NEED FOR DISCRIMINATION 


The production payments method will work just as well for perishable com- 
modities as for storables. This provides a basis for extending price supports to 
producers of perishables at the same levels as provided for storables and thus 
eliminates the needs to make distinction and discrimination among and between 
different commodities based upon the largely irrelevant factor of relative 
storability. 


rREATS ALL COMMODITIES ALIKE 


Production payments used in conjunction with the consumption-expanding 
and export encouragement activities and the conservation acreage reserve will 
largely eliminate the need for severe marketing quotas. Under the existing 
system where authorized support methods can be successfully used for only a few 
commodities rather than all, a situation develops where overproduction of the 
protected commodities can develop by reasons of shifts in production from the un- 
protected to the protected commodities. This necessitates strict and severe 
production controls if stocks are not to accumulate beyond the needs of an 
adequate safety reserve. 

But usually a large number of commodities reach a so-called surplus situation 
at approximately the same time. With marketing quotas authority for only 
the six basics the producers of these commodities are forced to accept the 
initial shock of acreage restrictions brought on by the total market situation. 
This defect of existing price support programs would be largely eliminated if 
the full parity family farm income program were adopted because use of pro- 
duction payments making it possible to provide adequate protection not to just 
a few but to all farmer commodities and because expansion programs raise ag- 
gregate demand and the conservation reserve cuts aggregate supply. 


PRODUCTION PAYMENTS PROMOTE HUMAN USE 


The waste motion and diversion into uneconomic uses would be eliminated by 
use of production payments. Instead of putting an excess quantity into gov- 
ernment ownership and storage the full supply of the commodity, above that 
required for an adequate safety reserve and to promote orderly marketing, would 
flow through the market into the hands of the ultimate consumer. 


LIMIT PRICE SUPPORT TO FAMILY FARM PROPUCTION 


Earlier in this statement we listed four major justifications for a Federal farm 


income program. These were briefly: (1) To help promote and maintain an 
expanding full employment econémy; (2) to enable farmers to maintain a farm 
plant capable of meeting the future food needs of an increasing national popula- 











74 PRICE-SUPPORT PROGRAM 


tion; (3) to preserve and strengthen the family farm pattern of American agri- 
culture as a bulwark of democracy; and (4) to provide justice to farm people by 
evening up the terms of trade in an administered-price market at times when 
economic expansion is not rapid enough to cause money demand for farm com- 
modities to rise faster than production. 

Existing inadequate price-support programs provide their benefits to all 
agricultural producers regardless of the volume marketed. The benefits of 
protection go to producers in direct relation to the amount marketed of a sup- 
ported commodity. The bigger the producer the greater total protection he gets 
from price supports. 

We strongly reccommend that an upper limit be placed upon the amount of price 
or income protection for which an individual farm family is eligible. 

Certainly the justification for unlimited price support to owners of industrial 
agricultural production units does not lie in either the “economic justice” argu- 
ment or the “preservation of the family farm” goal. As a matter of fact, un- 
limited price-support protection operates contrary to both. 

Certainly consumers do not adequately or best provide for their future in- 
creased food and fiber needs by supporting a program that contributes to family 
farm consolidation into factories in the field. The experience of falling farm 
production in the Soviet Union testifies to that. The truth of the matter seems 
to be that except for the opportunity for exploiting cheap docile labor supplies, 
the corporation farm is less efficient than the family farm. 

It does not appear on the face of the matter that special programs for protect- 
ing the income of owners and managers of corporate farm enterprises are either 
necessary or conducive to the economic growth and stabilization rationale of 
price-support programs. Such owners and managers usually have relatively 
very high incomes even in periods of economic retrenchment. Payments made 
for economic stabilization purposes can more effectively be channeled to lower 
income farm people. 

We should not, however, wish to place a limit on price support eligibility any 
lower than the maximum production of a highly efficient and fully adequate 
family farm. That upper limit we conceive to be the volume of sales of a farm 
unit that can be operated by a typical farm family by modern methods without 
hiring more manual labor than is provided by members of the family. 

According to research studies of highly qualified economists in the United 
States Department of Agriculture this upper limit of family farm sales is some- 
where in the neighborhood of $25,000 to $30,000 in terms of parity prices. 

We strongly recommend, on the basis of this reasoning and understanding, that 
eligibility of any one farm family for price-support payments, loans, purchases, 
and purchase agreements, in any combination or alone, be limited to the first 
$25,000 of sales. If we are correctly informed, and if price supports were in 
operation for all farm commodities, about 12 percent of total farm production 
would be ineligible for supports under our recommended limitation. 


NEED EXPANDING FULL EMPLOYMENT ECONOMY 


Just as the maintenance of adequate family farm income is essential to a 
prosperous national economy, so, alas, is an expanding full employment national 
economy quite necessary to an effective full parity family farm income program. 

The importance of national economic growth to improved farm family pur- 
chasing power has already been pointed out in this statement. The historical 
record summarized in chart DD very strongly suggests that, in the absence of a 
fully adequate price-support program, farm family income will drop, if the na- 
tional economy expands at a rate of less than 8 percent per year. 

The bottom section of chart DD indicates that when more than 5 percent of 
the civilian labor force is unemployed the farm parity ratio is likely to be below 
100. This strongly suggests that all policies and activities designed to attain 
and maintain full employment are in this sense an integral part of a full parity 

amily farm income program. Thus any law that raises minimum wages, re- 
duces taxes on low-income consumers, increases Federal funds to expand school- 
house, hospital, and road construction, and other public works contributes directly 
to an improved farm income situation. 

tven though we recognize that nothing short of an 8 percent a year growth 
in the economy will provide farmers an even economic opportunity, we would not 
urge expansion at a faster rate than is needed to maintain full employment, 
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which we take to be in the neighborhood of a 5 or 6 percent per year growth rate. 

If full employment were maintained as a national policy this would greatly 
reduce the strain on the farm price support program. It is in years such as 1953, 
1954 and 1955 when the national economy goes backward, stands still or does 
not maintain the growth rate required to maintain full employment that the 
downward pressure of farm prices and income becomes most accentuated. It is 
in such years that the terms of trade turn against farmers and eacl t 
drop in aggregate consumer demand translates itself in the absence of price sup- 
ports into a 20 percent drop in prices received by farmers and in farm gross 


income. At such times as we have shown earlier in this statement, the prices 





paid by farmers drop little, if any, and cash production cost remains high. For 
this reason a 3 percent drop in « sumer demand can reflect itself in a 40 percent 


or more cut in the realized net incomes of farm-operating families 
We consider these facts to justify price supports at 100 percent of parity car- 
ried out by means of production payments used in effective conjunction with 


nonrecourse loans, purchase agreement, d purchases. Moreover, we feel that 
the same facts rule out agricultural production cuts below the volume that con- 
sumers would buy at 100 percent of parity ices in a full employment econ 

It is a matter of deep conviction with us that to cut total farm production below 
such a level is morally wrong and economically unjustified, except as such 
reductions are forced on farmers by forces beyond their contre 


We believe wholeheartedly that this Nation should maintain an expanding 
full employment economy both to prevent the human sufferage of unemployment 
and to promote rising living standards and more rapid adoption of improved 
technology as well as to assist in maintaining a prosperous family farm i 
culture. Because of our belief in this, we strongly support an increase in the 
minimum wage to $1.25 and extension of protection to laborers not now pro- 
tected. We urge adoption of a vastly expanded program of Federal assistance 
to schools and school construction, for hospital and road construction, and for 
expansion of training facilities for doctors and nurses. We support increased 
Federal funds for low-income housing for modernization and improvement of 
airports, and for expansion of public health services and aid to the handicapped. 
We urge adoption of expanded Federal credit programs such as the terminal 
market facilities improvement bill introduced by Congressmen Cooley and 
Anfuso and by Senator Humphrey and public loan programs for middle-income 
and cooperative housing. We have supported and still urge that when Federal 
taxes are reduced that this be done through increased personal exemptions. Our 
reason for doing so is illustrated in chart M. This type of tax reduction will add 
the maximum possible to consumer purchasing power and contribute most to an 
expanding full employment economy. 

Increasing the minimum wages of currently covered employees would add an 
estimated $2 billion to the annual rate of personal income. Coverage of addi- 
tional workers, as proposed, would add an additional $1 billion. About 30 per- 
cent of this would be a net addition to consumer demand for food. 

With parity farm prices the productive capacity of America’s farms would 
probably run ahead of increasing consumer demand in an expanding full em- 
ployment economy growing at the rate of 5 or 6 percent per year by not more than 
2 or 3 percent. Only that small margin would in that event have to be made up 
by means of a price support program and supplementary governmental consump- 
tion-expanding and production adjustment activities. 
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CHART M 


Here is the percentage tax paid by different income groups under present law: 


Average all taxpayers in group—Taz as a percent of income after deductions but 
before personal exemption 
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Here’s how different proposed changes stack up in comparison: 
proj 


Amount of tax payable 
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EXPANDING DOMESTIC CONSUMPTION (ENOUGH TO EAT FOR ALL) 


To a very large extent the so-called surplus problem of American agriculture 
has been very greatly exaggerated by propaganda used in the campaign of the 
Kisenhower administration against farm price supports. 

The truth that farm problem is bounded on one side by a large under- 
consumption of food and fiber, particularly among low income groups. Under- 
consumption is one of the world’s most pressing and most important problems. 

The stage of history has been reached when no one—not one single person— 
needs to be hungry or undernourished or to have a substandard diet. The age 
of nature-imposed scarcity is past. No longer is mankind doomed by nature 
to starvation for a part of its people every year. Particularly in the United 
States, the farm productive power is abundantly and efficiently available to 
diet for 


is 





easily provide a fully adequate every day every person within our 
he reders, 
Let us examine what this great food productive power means in human terms 


It means that food is no longer a scarce good in the sense that not enough total 
supply can be provided to give everybody enough. To provide adequate diets 
for some does not require that others have inadequate diets. With respect to 
food, at least, our Nation particularly, and the whole world, if we but knew it, 
has not only left behind the age of scarcity, we have even passed through the 
» of plenty and are on the threshold of the age of abundance, 

No human being, in his right mind, would think of depriving another human 
bei of enough air to breathe. Nor are there many among us who would de- 
prive a fellow human being of enough water to quench his thirst, whether he 
had any money to pay for it or not. 

Of course, produced food has not reached the relative abundance of air, nor 
is its acquisition as inexpensive, thus far, as drinking water in most parts of 
the country. However, our era in our own country has seen food pass into this 
area of abundant goods, which as necessary to life as air and water are sufficient 
and low enough in cost that none need go without. 

In this potentially happy situation, there is every reason to adopt as a basic 
national premise that no one within our borders shall lack the food for good 
nutrition. The legal concept here is that we as a nation are now in a position 
assert a new right in the constitutional Bill of Rights—the right of each 
individual to enough of the right foods for adequate nutrition irrespective of 
whether the individual does or does not have the ability or opportunity to earn 
the purchasing power required to obtain enough of the right foods. 

The central point here is that we as a nation have now progressed to the place 
where we safely can, and morally should, lav aside the John Smith principle of 
national life. No longer must our rule be “he who does not work shall not eat,” 
as vital and useful as that principle was in an earlier stage of our history. Now 
we must learn to live with abundance and like it. Our halting efforts in that 
direction seem to indicate that the process of learning to live with abundance 
now is almost as painful psychologically for a few in the population as the 
with scarcity was physically painful in the past for many in the 


no 
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population. 
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The correct concept, it seems to us, is that society as a whole or the Nation 


operating through its Federal Government w stand ready to provide enough 
ood for good nutrition to all those who do not have the opportunity to earn 
incomes sufficiently large to buy it. 

Quite likely these ideas will seem sho e to some Ol st thou 
ever, our Government has long since accepted these ideas and acted 
a limited way. The need of the present time is to act upon these familia 
deas in boldly large ways In our public els osynary institutions we provide 
ood through Government even to ill or disabled criminals wh tnnot work 
The same is true of those unfortunates in our mental heaith institutions Do 
not our aged, our involuntary unemployed, our disabled and our widowed 
mothers and dependent children and other needy and low income pe e have 
equally strong claims tor adequate food as these other groups? Obviously the 
answer is “yes” from a human justice standpoint as well as from th 
point of internal national strength and il being and as a showcase to the 


rest of the world that the democratic competitive enterprise system can provide 
abundance and use it wisely. 

It is now more than 15 years ago that a few timid experiments we ade 

the United States Department of Agriculture in the operation of the food 
stamp plan. This activity had to be dropped owing to scarcities brought on 
by World War II. But the idea did not die. It has lived on in the food 
allotment bills introduced in each new session of the Congress by the distin- 
guished former chairman of the Senate Committee on Agriculture and Forestry. 
He has reintroduced the bill (S. 45) in this session and was joined in sponsorship 
y two other far-sighted and humanitarian members of your Committee: Sena 
tors Humphrey and Young. This Aiken-Humphrey-Young bill (S. 45) puts into 
egislative language, the abundant-food concept suggested in the preceeding 
paragraphs, The essence of the fool allotment biil is that any person within the 
boundaries of the United States can calcuiate 40 percent of his fam 
however low it might be, take it down to the post office, or other designated 


place, and purchase from his Government enough stamps or coupons to enable 


lx 


income, 


him to buy an adequate diet for himself and his family at an rocery store 
This bill (S. 45), of course, is not the subject of your hearing today However, 
the bill does have a direct bearing on the effective economic demand for farm 


products and thereby upon farm prices and farm family incomes. The under 

ing public philosophy behind the food allotment bill as part of a complete 
farm program is an expression of the humanitarian ideal in an era of abundance 
applied to food. There is every good reason why our Nation should right 
now boldiy step forward and adopt the Aiken-Humphrey-Young food allotment 
plan (S. 45), in total, without paring down its scope or operation. 

Whereas S. 45 would, in effect, provide variable Government subsidies for 
food purchases for all low income consumers, 40 percent of whose present 
income will not buy an adequate diet, the food certificate bill (S. 627) introduced 
by Senator Kerr and 22 other Senators, many of them members of this committee, 
would make the Federal subsidies for food purchase available only to persons 
now on the rolis of public assistance agencies and would only be applicable to 
foods declared to be in “surplus” supply by the Secretary of Agriculture. These 
are differences only in detail and scope. They do not differ in the basic public 
philosophy they express. Both wouid implement, by Government action, the 
new human. right in the United States of Enough to Hat for All. 

The food certificate bill (S. 627) has, of course, been referred to the Finance 
Committee rather than your committee, but this fact need not deter you from 
a consideration of its manifest merits. A great majority of Farmers Union 
member families would prefer to see the Congress adopt the bill with the 
broader scope, but certainly we cannot oppose enactment of any good proposed 
legislation that would create better conditions than currently prevail. 

Pending enactment of the food stamp or food certificate bills, we have urged 
enactment before the Senate and House Agriculture Committees of S. 661, a more 
limited bill of the same type and kind as the two bills previously discussed. 

There is, of course, important difference in method between 8S. 661 and the 
other two. SS. 661 provides for storage, processing and distribution of food 
commodities and products by Federal Government agencies directly to local 
and State public distribution agencies and from them directly to the recipient 
consumers. The other two bills eliminate the need for Governmental handling, 
processing and storage of actual commodities leaving these functions to be 
performed in the usual course of business by the private food trade and industry. 
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We prefer the broader bills that make use of normal channels of trade and 
processing. We certainly shall not oppose any proposed legislation that will 
help hungry people get more food. 

We strongly and respectfully urge you to give full consideration to adoption 
now of S. 45, the food allotment plan. Short of the complete food allotment 
plan, we urge adoption of legislation along the lines of S. 627, the food certifi- 
cate bill. Enactment of either of these bills would be a vast step forward by the 
Federal Government in the field of food policy on which it is already embarked. 
Doing so it would make use of and augment consumer purchasing power and 
move a larger volume of food through normal channels of processing and trade. 

There are somewhere between 3 and 4 million involuntarily unemployed 
workers in our Nation. In the recent past, the number has been even greater. 
Unless more expansive Federal policies are adopted than those now in effect 
the number of unemployed will grow in a chronic rise over the years ahead. 
More than half of our farm operator families have incomes less than $2,000, 
almost half of the Nation’s unskilled and service workers have incomes of 


less than that amount Many aged people and dependent widows and children 
and the dependent handicapped, also, have incomes so low that they cannot 
ifferd to buy enough of the right foods for adequate nutrition. Governmental 
programs to fill this gap will not only implement the right to enough to eat. It 
will, also, go a long way toward solving the recurrent problems of falling farm 
prices and incomes which dropped about 13 percent from 1952 to 1954 and are 


predicted by the United States Department of Agriculture to drop another 5 
percent in 1955. 

~ Farm-operating families suffer poor incomes because many people suffer rela- 
tive hunger in our Nation. It’s high time the Nation corrected this unneces- 
sary and essentially brutal situation. We are stepping into the age of abun- 
dance, now is the time to grow up to our potentialities and stand up to our re- 
sponsibilities. Now is none to early to start making a reality of the “enough 
to eat for all” goal which is already incorporated conceptually in our legislation 
and our public morality in this country. 


EXPANDING EXPORTS 


To maintain a healthy agricultural economy in this country currently requires 
the export of about one-tenth of our national farm production. If none of this 
production could be exported, the resulting drop in national demand for farm 
products, even if the domestic economy were characterized by full employment, 
would force a drop in the average prices received by farmers to less than 60 
percent of parity. The initial impact would fall heaviest, of course, on wheat, 
cotton, tobacco, rice, and soybean producers. But the depressed conditions of 
these producers would be quietly diffused throughout all agriculture as these 
producers turned to production of other crops and livestock. Such a dire circum- 
stance is, of course, outside the realm of foreseeable possibility but its recognition 
serves to impress upon one the great importance to American agriculture of 
the export market. 

There is no simple panacea that will magically increase United States farm 
exports overnight. The problems connected with this are many and very complex. 
However, we are not satisfied with the feeble effort now being made and we 
suggest the following as promising phases of this element of a full parity family 
farm income program: 

1. Merchandising, advertising, and promotional efforts by United States agri- 
cultural attachés in foreign nations will help build goodwill and ease the selling 
job of individual United States exporters and agents. But we should not hold 
out too high a false hope that this activity will very greatly expand the total 
volume of United States farm exports. 

2. The Reciprocal Trade Agreements Act should be renewed and extended, 

3. The Customs Simplification Act should be adopted. 

t. The purposes of the Agricultural Trade Development and Assistance Act 
should be broadened to authorize the use of donated commodities and of loans 
and grants of soft currencies to aid in the establishment of national systems of 
universal free general and vocational education in countries where such does not 
now exist, the authorized expenditures should be increased from $1 billion in 
3 years to at least $1.3 billion per year, and the program should be established 
by law and operated by the executive branch as a long-term activity, not a year- 
to-year basis. 
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5. The Senate should adopt the International Food and Raw Materials Reserve 
or World Food Bank resolution 

6. Additional international commodity agreements, including one for rice, 
similar to the International Wheat Agreement should be negotiated and put 


nto operation 


NEED FOR INTERNATIONAL FOOD AND RAW MATER LS BANK 








Probably the most persistent, most disturbing and perplexing of modern eco- 
nomic problems is the humar uffering and relative stagna n enforced upon 
proaucers of raw materials the « treme ips and downs in the prices OL raw 
materials and consequently in their realized and expected incomes, rhe problem 
is serious in all the most highly developed nations. It is even more seriously 

resent and damaging in the lesser developed nations 

Wide swings in raw materia ! >: press nrospective ves n raw 
naterial development, whether persons, firms or S ;, With a very large range 
( il Lé in expectations as to ret I ti b rned 1 | 
developing an augmented raw ma d This condi s one of 21 

sks where at any moment not on g rt of the es r 

ilueless but earnable return \ n f over d ) ‘ i S 
ind he entire enterprise w have oO ve I Ca I \ h atte n Oss i- 

eand i erin 

Faced great uncertail i ctations b States 1 ine s 
ire hesitant to open up or expand enterprises that are current rofitabl 

iich may at any time dip drastically below the break-even line through no f 
of the enterprise management itself The multiplication of this kind of a situ 
ation throughout farming and all other raw materials industries puts a very 
severe damper upon the rate of economic development in these industries 

The slowing down of the rate of expansion in ra mate 





only reduces the supply of such materials to meet human needs a! 
facturing and other secondary industries, it also holds down the purchasin 
power of persons and firms on the raw materials sector and thus cuts down o 
sales, scale of operation, and consequently of income and purchasing ver of 
the industrial and service segments of the economy. Consequently, the entire 
economy idles along at a lower rate of production and expansion than needs to 


he the case. In the more highly industrialized nations the symptoms are seen 
n chronically depressed industries like farming and coal mining in the United 
States. Among the lesser industrialized nations, a drop in raw material prices 


can bring an entire nation dangerously close to bankruptcy and can directly 
cause a widespread drop in personal income and standards of living of the en- 
tire population 

It is only natural that the economic segments and nations involved in these de- 
bilitating circumstances would take evasion and protective action just as an 
intelligent bomber pilot takes evasive action from destructive antiaircraft fire 

Such protective or evasive action when taken unilaterally by different nations 
help to solve the problems caused by fluctuating raw material prices only at the 
cost of reducing the magnitude of international exchange of commodities and 
thus results in all nations losing the advantages of specialization. Everybody in 
all nations has less real income and a lower standard of living than they might 
otherwise be able to attain. 

Through the administrative machinery of an International Food and Raw 
Material Reserve or Bank, the stabilized prices of each different raw material 
that enters importantly into international trade would be negotiated and agreed 
upon. The reserve would thereafter stand ready at all times to buy any raw 
material commodity offered it at the agreed upon stabilized price and would 
stand ready to sell such commodities at the agreed upon stabilized price. 

The industry of advanced nations is chewing up basic resources at a tremen- 
dous and rising rate. For example, the United States which has 7 percent of 
the world’s population and 30 percent of the world’s natural resources account for 
70 percent of the world’s manufactured goods. The United States is using up 
its resource base at a very rapid rate and very much faster than the rest of the 
world. To be secure in our rising living standards and to retain the resource base 
for an expanding economy, we must assure ourselves a stabilized source of sup- 
ply of the raw materials for our manufacturing industry. The same situation 
is true in other industrial nations, such as the United Kingdom, France, Ger- 
many and Japan. The thought-provoking details for different commodities 
were thoroughly considered in the Paley report of several years ago. 
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Highly industrialized nations could depend entirely upon private industrial 
concerns to make long-term contracts with raw material producers in other 
lands. And, this should be done. But. it can only be successfully and securely 
accomplished under the protection and encouragement by governments and inter- 
national economic accords. 

These latter conceivably could be done exclusively through bilateral arrange- 
ments between the United States and foreign nations; 1 nation at a time, 1 com- 


modity at a time. However, no supplier, private enterprise or State, wants to 
become dependent e clusively on 1 buyer; nor does any importing nation or in- 
dustrialist want to become dependent upon only 1 seller. 


Through the International Food and Raw Materials Reserve, exporting na- 
tions can obtain assured long-term stabilized markets and importing nations can 
obtain an assured long-term amply supply at stabilized prices of imports on terms 
that will not injure domestic producers who must sell their commodities in 
competition with imports. 

The International Food and Raw Materials Reserve would operate in co- 
ordination with the International Monetary Fund and the World Bank. Many 
of the national restrictions we now have that hold down greater international 
exchange of commodities are due to the desire of nations to preserve their mone 
tary position in different currencies, particularly dollars and pounds sterling. 
The International Food and Raw Materials Reserve would completely eliminate 
this problem by operating in terms of all currencies on the basis of internation- 
ally agreed upon official exchange rates. 


PERMANENT PEACE DEPENDS ON INTERNATIONAL INSTITUTIONS THAT WILL PROMOTE 
MOLE RAPID ECONOMIC GROWTH 


The International Food and Raw Materials Resolution has been before Con- 
cress for nearly 2 years and has been reintroduced this year in both Houses. 
The concepts involved in the resolution have their roots in the still-unsolved 
problems of extreme human need, starvation, economic stagnation, and poverty 
throughout the world in the midst of surpluses of raw materials that cannot be 
sold at prices that will return an adequate stable income to producers. 

The genesis of the ideas are found in the efforts of National Farmers Union 
of the United States to work out a solution to the farmers’ income problem. 
Recommendations presented nearly 10 years ago to the International Federation 
of Agriculture Producers by National Farmers Union representatives were fully 
considered and favorably acted upon by this international private farm organi- 
zation among whose members are all the national farm organizations of the 
United States. 

The International Food and Raw Materials Resolution does not itself estab- 
an international agency. The resolution merely calls upon the President to 
undertake negotiations with other nations to that end. Any agreements reached 
would, of course, be subject to review and ratification by the Senate of the United 
States and appropriation of any needed capital and other funds would have to 
be fully considered by both Houses. 

The International Food and Raw materials Reserve will help solve many of 
our Nation’s most difficult problems of both domestic and foreign policy. It 
will make a major contribution toward permanent peace by facilitating a more 
rapid rate of economic expansion. Its operation will stabilize world raw material 
markets. It will put abundant production to work. 


THE ROAD TO ABUNDANCE INTERNATIONAL COOPERATION AND PLANNING 


The proposal for the establishment of an International Raw Materials Reserve 
to cover petroleum, iron ore, tin, rubber, and other raw materials, as well as 
food and fiber, is not new. An International Food Reserve resolution was 
introduced in 1953 by Senator Murray and 23 other Senators and by Congress- 
man Metealf. 

\ World Food Board idea was proposed immediately after World War II by 
Lord John Boyd Orr, first Director General of Food and Agriculture Organization, 

An International Commodity Clearance House was proposed by Committee 
of Experts of FAO and IFAP, but was never ratified by the Governments. 

Iu 1954, the International Federation of Agricultural Producers meeting 
in Nairobi, Kenya made the following policy deciaration (the eighth in as many 


vears): 
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“intergovernmentally agreed rules be adopted by the countries concerned 
regarding principles to be followed in the disposal of surplus stocks in the 
world markets so that they interfere as little as possible with normal pro- 
duction and trade, and that effective intergovernmental machinery be estab 
lished for consultative purposes. 

“the matter of a world food reserve should be kept under active considera 
tion and to that end, the committee recommends that the Secretariat prepare 
a study indicating the nature of the machinery needed to implement the plan 
and the obstacles that have stood in the way of attainment of this objective and 
viving all possible suggestions as to how such obstacies might be overcome.” 

rhe International Food and Raw Materials Reserve should be buttressed 
and coupled with additional international commodity agreements sim 
the International Wheat Agreement. 





At its 1954 meeting, the International Federation of Agricultural Producers 
said in its policy statement 

“IFAP reaffirms its faith in inter-governmental commodity agre ents as 
a means of bringing about greater stability in the prices of major commod s 
moving in world commeres d will assist in creat a bette public unde 
standing of the underlying philosophy of such agreements as an important 
means of stabilizing trade.” 

AMENDMEN'I I AGRICULTI AT TRADE D ELOPMEN AND ASSISTA I ACT 

The Agricultural Trade Development and Assistance Act \ ‘ pt to do 
unilaterally some of the s that the International Food and Raw Materials 
Reserve could do more effectively on a broader basis. 

We think the act is basically a good one it was adopted last year very 
largely in the form in which National Farmers Union first proposed it under 
the name “Foreign Farm Trading Post” 

National Farmers Union convention in its 1954-55 program statement called 
for establishment of a United States Foreign Farm Trading Post to pi de 
the machinery and authority greatly to augment exports of United States farm 
commodities through sale of such commodities for hard and soft curren s 


at or below competitive world prices, as fully as possible through regular trade 
channels, and through grants to relieve chronic poverty and other urgent relief 
needs, as far as possible through voluntary foreign relief agencies registered 
with Foreign Operations Administration 

We were gratified when Congress enacted this legislation last year. But we 
have been sorely impatient at the extreme slowness with which the administra- 
tion has taken action to implement the act. 

We are unhappy that practically nothing has been done to make use of the 
services of such voluntary private foreign relief organizations as CARE in carry- 
ing out title II of the act. 

The small authorizations provided for in the act are but a drop in the bucket 
to what this Nation ought to be doing along this line. The authorization for 
sales for soft currency, under title I, should be raised from $700 million in 3 
years to at least $3 billion. The authorization for donations under title II 
should be raised from $300 million in 3 years to at least $1 billion. Even then 
we would be doing no more than one-fourth of what we ought to do to build 
the economies of the democratic nations of the world, to use United States food 
and fiber to help turn back the tide of “stomach communism,” to eliminate star- 
vation, nakedness, and chronic poverty from the free world, and to establish 
the foundations for a lasting peace. 

Our Nation should stand ready at all times to utilize American farm commodi- 
ties that can be abundantly and efficiently produced with full regard for ade- 
quate conservation of our soil for the above purposes through donations where 
that is indicated as conducive to national aims listed above and through sales 
at and below the so-called competitive world price, accepting in return hard 
currency or soft currency, and buying strategic and other commodities we need 
from lesser developed nations at prices equal to or higher than world prices. 
This would make good economic sense for the United States and the free world. 
More importantly it would make good sense, politically, and in a humanitarian 
way. 

The proposal listed in section 104 of the act for which soft currencies may 
be used should be expanded by adding the following: “For loans and grants-in- 
aid in the establishment of universal free general and vocational schools in areas 
which are not now available.” 
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Section 201 of the act should be clarified to make certain that elimination of 
chronic poverty in friendly nations is an approved purpose of the donations of 
abundant United States farm products authorized in title II. Aid in establish- 
ment of universal free general and vocational education should be included as a 
legitimate purpose of the donations under title II. 

Lesser developed nations cannot afford to establish schools nor the parents to 
allow their children to attend because the inefficiency of agricultural production 
is such that each child must work to grow his own sustenance and simple cloth- 
ing. This can be seen in many nations now faced with the juggernaut imperial- 
ism of the Soviet system. 

These countries cannot get off economic dead center unless something is done 
from outside to cut through the vicious Malthusian cycle of poverty. This func- 
tion can be performed by abundantly produced United States food, fiber, and 
other commodities, if we as a nation have sense enough to use these commodi- 
ties, among other ways, in aiding the establishment of general and vocational 
schools where United States commodities will pay for building construction, 
teachers’ salaries, and provide food and clothing for the pupils and teachers 
while they are in school. 

These aims are national in scope. They are vital to the expansion and pre- 
servation of democracy and ultimate attainment of a lasting peace. Admittedly 
they cost money. But it would be money well spent for the entire Nation 
and should be paid for by the entire Nation. 

7. Expand United States technical assistance and other point 4 programs to 
encourage economic development and growth of the nations of the free world, 
including United States support of and participation in the Special United 
Nations Fund for Economic Development. 


CONSERVATION ACREAGE RESERVES 


The support of farm prices, through the purchase and acquisition of stocks, 
at some level defined as just or equitable, is a type of action which must be 
used sparingly, if it is to remain acceptable and tolerable to other members of 
our national society. The accumulation of large stocks under a particular 
price supporting operation rapidly dissipates the good wiil and support of 
other sectors of society ; witness what happened to eggs and potatoes and what 
is now taking place with respect to wheat. Production payments, while more 
acceptable to consumers as such, could quickly wear out their welcome at the 
Treasury Department, the Budget Bureau and among heavy taxpayers who 
are notably articulate in the political arena. 

For these reasons among others, price supports must be augmented by the 
other elements in the full parity family farm income program. 

We have covered previously in this statement several ways of working toward 
a set of equitable price and incomes for American family farmers through 
consumption expanding (that is, the provision of more people at home and 
abroad with good and nutritious diets). And since we are interested in the 
well-being of all people, not just United States farmers or wheat farmers or 
cotton farmers, a good place to begin this programing to realize the equitable 
prices for agriculture is in this one of consumption expanding. 

These are programs that will work to the long-run benefit of producers and 
consumers alike. We should not view these programs as emergency surplus 
disposal measures; in that view they become crude dumping measures. They 
should be fitted to the long-run rehabilitation and development needs of the 
peoples involved. 

Since consumption expanding measures expand and contract with need, since 
domestic demand will expand and contract with fluctuations in national income, 
since farm output will vary with weather cycles and finally since output will 
vary with changing intensities of technological advance, we cannot and should 
not expect demand and supply of individual commodities or in the aggregate to 
advance in a steady and equal cadence. We must expect imbalances to occur 
between demand and supply even where consumption expansion programs are 
at work at home and abroad. And given the inelastic elasticities of demand for 
food, such imbalances must lead to wide and dramatic swings in farm prices 
and income. 

A price-support program of the type outlined above must be used in placing a 
floor under occasional and short-lived price and income declines. But wide- 
spread supporting actions ever a long period of years can lead to a repudiation 
of the parity concept and of price supports. 
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The proposed Conservation Acreage Reserve Act of 1955 can be the major 
mechanism for consciously and continuously adjusting supplies to demand, even 
where that demand is expanded through domestic and foreign food consumption 
programs and held high by full employment. 

The foremost reason for pressing for agriculturewide control is that agricul- 
ture is an unstable industry—farm prices and incomes fluctuate in the extreme. 
The continuous and stable demand for food by our stomachs gives rise to this 
condition by converting itself into an inelastic Gemand for food. And this 
instability will remain with us after the best conceived food-consumption pro- 
grams are in operation. Well-conceived food-consumption programs cannot ex- 
pand and contract with the lapse of an international commodity agreement or 
an unusual run of good weather or burst of technological advance. Farm price 
instability, by commodities and in the aggregate, with or without long-run food- 
consumption programs demands a flexible, reversible means of production 
control. 

The conservation acreage reserve would be available as a standby device to 
make up for failure to set up adequate consumption-expanding programs. 

Enactment of the conservation acreage reserve bill would go a long way 
toward stepping up our national conservation program to a point where annual 
drain would not exceed, as now, the annual replacement of our resources. It 
would, in combination with the agricultural conservation practices program and 
the technical services of SCS to the soil conservation districts, make possible 
individual farmers’ full participation in the expanding watersheds development 
flood-prevention program. 

To the extent that the conservation acreage reserve program resulted in the 
planned nationwide horizontal cut in potential volume of farm production in 
that particular year, this would tend to raise the market price of all farm com- 
modities above the level to which they would otherwise fall. This would reduce 
the pressures on farm price-support programs and in many cases might well 
keep market prices above support levels, thus rendering the support program 
inoperative and would in every case greatly reduce the magnitude of price- 
support operations. 

The general outlines of the conservation acreage reserve bill are quite simple. 
It provides that prior to November 15 of each year, the Secretary of Agriculture 
shall make an official determination of the percentage of the total acreage of 
farmland that will not be needed in the year ahead for commercial production. 
This he will proclaim as the national conservation acreage reserve and will offer 
to farm operators the equivalent of customary cash rent or landlord’s share 
for that type in the area in return for the farmer devoting the specified acreage 
to its optimum conservation use insteal of using it for commercial production. 
This would include the retirement from commercial use of hay and pasture land 
as well as grain and row crops. If putting the conservation reserve into opti 
mum conservation condition requires specific installations or land treatment, 
another section of the bill authorizes the making of regular ACP payments to 
cover 50 percent of the cost. The program would be entirely voluntary for indi- 
vidual farmers. Moreover, if some farmers wanted to retire more land from 
commercial production than their pro rata shares, they would be enabled to do 
so, if some other farmers in the country released their reserve by reasons of non- 
participation. Farmers who do not choose to participate would not be eligible 
for price-support payments and loans if these were in effect. 

Establishment of a conservation acreage reserve program of this type would 
go a long way toward reducing the need for acreage allotments and marketing 
quota programs, reduce the extent of acreage cuts required by such programs, 
and practically eliminate the present tendency of these programs to shift the 
so-called surplus problem from one crop to another and, rather soon, always to 
poultry, dairy, and livestock. 

The conservation acreage reserve proposal should not be watered down in 
scope to obtain compromise approval of the fainthearted with little boldness or 
vision. The program must be nationwide and apply to all farmland with sufficient 
incentive payments to maintain practically universal voluntary participation 
on the part of commercial farmers. This is one program in which it simply will 
not work to send a boy to do a man’s job. This is a program that need not, and 
indeed cannot, be restricted to a selected few commodities. With universal 
application, it will given dairy farmers, poultry and egg producers, hog and 
cattle raisers as well as producers of all crops a program they can tie to, knowing 
that the operation of some other program in some other part of the country will 
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not result in a price depressing now and additional volume of production on acres 
diverted from customary uses. 

The day that man first deserted the wilderness to till the soil was a day marked 
with a white stone. Husbandry of the earth is the insignia of civilized man. 
When we see acres scarred by violent wind and water erosion we are as shocked 
and hurt as when we see land laid barren by strip mining or chemical wastes. 
This civilized emotion led to the first legislation for the preservation of our 
forests in 1901 at the urging of President Theodore Roosevelt. This was the 
first acknowledgment of the responsibility of the Government of all the people 
to preserve and protect the lands that belong to all of the people. This concept 
Was so right, so acceptable, that it couldn’t be successfully attacked by those 
who would make private gain by opposing it. Not only the Federal Government 
was entrusted with the care of our native resources. Private organizations like 
the Izaak Walton League and the Friends of the Land financed by public-spirited, 
responsible, and far-seeing people have been formed to protect forests, wildlife, 
streams, and lakes. State governments have established departments of con 
servation. Courses in conservation are taught in the elementary and high schools 
and also in the colleges and universities. Soil conservation districts, manned 
by unpaid citizens, have supplemented and encouraged the work of Government 
agencies in this field. The responsibility of society toward the land has beconie 
a conscious, accepted fact. 

When the first steps were taken to rescue agriculture from the depression 
of the 1930s, the close relationship between rural poverty and soil depletion 
Was apparent. Any plan to correct the one must be based on a plan to correct 
the other. 

So when the Resettlement Administration was established in 1985, a land 
use program was an important part of its operation. This was a program of 
buying up poor, or submarginal, land and making it over into pasture, forests, 
game preserves, and parks, 

In a reorganization of functions in 1936, the land-use program was turned 
over to the Soil Conservation Service. The Soil Conservation Act passed in 
1935 had established SCS to take over the functions of the Soil Erosion Service 
of the Department of the Interior. Soil Conservation Service was given new 
responsibilities in regard to flood control, water conservation, submarginal land 
programs, and reforestation. With the technical aid of SCS, soil-conservation 
districts were established throughout the country. 

Parallel with the development of programs on public lands was action to 
slow up the soil depletion caused by farmers who, driven by declining farm 
prices to produce more intensively, could not afford to replace the plant nutrients 
removed. 

Therefore, when the Agricultural Adjustment Act became law on May 12, 
1933, the programs were designed to shift acreage from the chief soil-depleting 
crops to crops or uses which would conserve or improve the soil and check or 
prevent erosion. In October 1933 President Roosevelt declared that any per- 
manent agricultural program required a broadening of present adjustment op- 
erations so as to give farmers increasing incentives for conservation and efficient 
use of the Nation’s soil resources. 

Under the Soil Conservation and Domestie Allotment Act of 1936, agricul- 
tural conservation became a primary objective and provision was made for 
making conditional grants, which were the equivalent of the original rental 
or benefit payments except that no contracts were required, to farmers and 
ranchers of positive performance in improving and conserving farm and range 
land. This program was administered by the elected farmer committees. Ap- 
proximately 4 million farmers cooperated in the 1936 agricultural conserva- 
tion program, and it is estimated that approximately two-thirds of the total 
cropland of the Nation was covered by applications for grants. 

The agricultural conservation program has changed through the years as 
needs and conditions have changed. Today, throngh the ACP, a cost-sharing 
basis has been established for certain conservation practices on individual 
farms. This program should now be augmented by the other provisions of the 
conservation acreage reserve program. 

As the population grows, the value of each tillable acre increases—and there 
are in the United States 475,931,418 acres of cropland and 555,955,174 acres 
of pasture and range. These are the acres that maintain a population of 165 
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illion people in 1955, that produce food and fiber more than adequate 


present needs of our Nation. And these are the acres that must produce an 


income for the 5 million farm families wl ed ane e the 160 million 
Americans In 1975, these same acres W support a populatic 25 percent 
greater 

We can estimate the probable increase in the number of mouths feed 
But we cannot increase the number of acres that must produce the f 

This self-interest, this desire to preserve the soil as the most essential re 
source of our children, and our childre n’s children, prompts us to seek he 
means to prevent waste, to protect the futur t at the same time t recog- 
nize and to respect the precious private pro rights of individuals 





A 3-percent cut in national food and clothing supplies in the domestic United 








States market causes a 20-percent increase in average prices received 
for such commodities.” The immediate effectiveness of the conservati 
reserve in raising farm family income grows out of this convenient econ 

More than 90 percent of all United States farm acres are used te pri 
and fiber for the domestic market About 10 percent of commodities produced 
must be exported. No one knows what the supply price relationships for dif 
ferent export commodities may be from year to year, But assume for the 
moment that programs can be developed to maintain exports. In that case, 
using the conservation acreage reserve to reduce United States far rodu 


tion by 3 percent could increase farm operator family income from the ex 
pected 1955 level of $11.4 billion to $15.5 billion, an increase of almost 50 per 
cent. Here’s the way this comfortable result would come about 

Cotton, wheat, rice, tobacco, and a few other commodities account for the 
great bulk of United States farm exports. Practically the entire United States 
productioneof other farm commodities are consumed in the United States For 
these, a small reduction in the volume marketed will raise prices received by 

irmers 6°46 times as much as the eu in Vv lume The follow hg table shows 


the relationships: 
Percent increase 
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In 1954, farmers received at $27 billion from marketings for domestic 
consumption. A conservation ac re reserve program might have been used 
to reduce this volume by 3 percent wit! orresponding 20-percent increase in 
average prices received by farmers. This means that only 97 percent of the 
volu would sell at 120 percent prices. Thus marketings for domestic con 
sumption could have been sold for $31.4 billion or 16 percent more than the 
$27 billion actually received in 1954. If exports held up to $3 billion farm lue 


this would have made total sales of $54.4 billion in 1954, instead of actual sales 
of only S30 billion 

Farm operating costs in 1954 amounted to $22 billion. Subtracted from actua 
1954 farm gross income of $33.9 billion this left $11.9 billion realized net income 
of farm operators. However, subtracted from $38.3 billion farm gross income 
that would result from a 3-percent cut in supplies offered to domestic United 
States market, realized net income would be $16.3 billion, or 29 percent higher. 





1 Willard W. Cochran in The Case for Controlled Production, Grain Quarterly, spring, 
1955, gives the scientific explanation of this phenomenon. Cochran says that the elasticity 
of the demand for food approximates 0.3. Now what does this mean? It means that 
consumers increase their consumption of all foods only 3 percent when prices of all foods 
decline 10 percent. “To farmers this means that retail prices must fall 10 percent to 
move into consumption a 3-percent increase in output. And when marketing margins absorb 
50 percent of the consumer’s food dollar, farm prices must fall in the neighborhood of 20 
percent to move into consumption a 3-percent increase in output. * * * A eut of 3 percent 
in total food supplies means that farm prices will rise in the neighborhood of 20 percent 
an inerease of 3 percent in total food supplies leads to a decline in prices at the farm level 
of about 20 percent.” 
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The conservation acreage reserve could be used to reduce production by any 
desired proportion. The result of different applications is shown in the tables 
which follow: 


i | bans | United 
Percent in- United lo ; ; 
: , . . lo States farm Parity price 
Percent reduction in domestic supplies crease in States farm operators’ | nati 


sale price zross income ; 
ale pric gross income | net income 


1 , 624 $35. 3 $13.3 9” 
2 1344 36.9 14.9 Yo 
} 20 38.3 16.3 103 
4 224 40.3 18.3 110 
5 3344 41.1 18.9 116 
6 40) 42.4 20. 4 23 
Actual 1954 4 0 33. 9 11.9 86 


With prices received by farmers averaging between 86 and S7 percent of 
parity during the first months of 1955, it will be seen that a 3-percent overall cut 
in farm production would raise the parity ratio to about 103 percent of parity. 

To cut total farm production by 3 percent would probably require a cut in 
acreage planted of approximately 5 percent. Total United States planted acreage 
to 59 major crops including hay but not pasture, woodland, or fallow, has been 
in the neighborhood of 855 million to 360 million acres. Taking the larger figures 
to make up for acreages in minor crops would mean a reduction of approximately 
18 million acres reduction in production for the domestic market. If to this is 
added additional 20 million acres not required to bring export crops into line 
with needs, it would mean a national conservation acreage reserve of approxi- 
mately 38 million acres, 

The conservation acreage reserve proposal would direct the Secretary of Agri- 
culture to make a calculation of this type and then to stand ready to make con- 
tracts with farmers to retire conservation reserve acreage from production of 
commercial crops. The Government would pay to the farm operator a conserva- 
tion reserve award on each acre so retired equal to the usual cash rent or value 
at parity prices of the customary landlord’s share. The total cost of the conserva- 
tion acreage awards might come to about $300 million. This would just about 
cover the fixed cost of landownership for the reserved acres and possibly defray 
a part of the costs involved in placing the land in an optimum conservation con- 
dition. Tables I, II, and III give an indication of the average per award that 
might prevail in different States. 

The conservation acreage reserve just described is combined with a permanent 
authorization of the agricultural conservation practices program of payments to 
farmers who undertake special soil- and water-conserving practices, facilities, 
and installations on both the reserve acreage and on land used for commercial 
production. A continual appropriation for this purpose of $250 million is desir- 
able. Payments for such practices cover half their cost, with some of the bills 
providing that the Government’s share shall rise above 50 percent to the same 
extent that farm prices average below parity. 

Utilizing the services of elected county committees, the Secretary would stand 
ready to rent farmland used for the previous year for commercial production 
at the going rental for that type of land. Any farmer in the county could offer 
as much of his land as he cared to for rent to the Government to become part of 
the conservation acreage reserve. If more land was offered to the county coim- 
mittee than the total county conservation reserve, the committee would allocate 
the county reserve among all the farmers who applied. 

In return for the rental payment, the farmer would refrain from using the 
acres for commercial farm production and would place the land in its optimum 
conservation condition. If special conservation practices or facilities were 
required, the farmer could avail himself of the financial assistance of the ACP 
program. 

The essence of the proposal is that each year the Federal Government will 
lease unneeded commercial farmland and hold it idle in optimum soil-conserving 
practices of the area, perhaps in a cover crop. 

Farmers who chose not to participate in the conservation acreage reserve 
program would not be making a contribution to keeping total supplies in line 
with aggregate demand. Consequently, such farmers would not be eligible for 
whatever price support programs are in operation. 
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TABLE I. iverage gross rent payable per acre of leased land’ 


























State and geographic 1950 OR} 10K0 State and geograpl ; ; 
division 7 liv I = 
Maine 
New Hampshire North Carolina 30. 91 7 i 
Vermont South Carolina 17. 04 22. 2 17 
; Massachusetts (reorgia dS 2 4 10. 58 
) Rhode Island | Florida 1. 93 2. 2 2. 46 
} Connecticut } South Atlant 15. 04 8, 22 6. 28 
New England 6. 76 7.8 6.18 Ke icky 6. 71 
) New York 9. 6€ 10. 52 10. 78 lennesset 12.17 19 12. 47 
; New Jersey 17. 1¢ LS. 68 19. O1 Alabama 7.49 ‘ 7. 93 
; Pennsylvania 14.06 >. 64 BD. 6 Mississ 17 )». 22 », 99 
Middle Atlantic 2. £6 13. 47 13. 5¢ East 8 th Central 2. 97 14 4.12 
Ohio 18. 89 | 9 Arkansa 4 38 9 I 
Indiana 22. 18 25. 4 7 l 2 1 34 f 
Illinois 28 26. 73 25. 9 O i 2. 97 ( 4. 27 
Michigan 11. 80 3. 33 13. 6 xas 14 8 3 75 
Wisconsin 16. 13 18. OF 19. 22 West South Central 1. 47 7 
East Nort! x). 3 23. 2¢ 2. 98 Mi , g ‘ 
Minnesota 10. & 11. 64 2. 1 Idal 62 s 8. 78 
lowa 19. Rt 1). 04 99. 58 W ve 7 68 
Missour 10. 93 11.17 2 04 Col 3 $97 
North Dakota 5 OF 4 $18 New Mexico | 6s 69 
South Dakota 2. 89 3. 3¢ 3.12 Arizona ‘ $1 
Nebraska 7. Of 6. 47 &. O05 Utal + &R 2 0 2 10 
Kansas 5. 7¢ 5. 32 8 02 Ni la ' 2 41 
, 8.13 8 3 Mo 15 79 24 
10.7 2 VA < n 47 2 ‘ 30 
j 14. ¢ Or i 12 3. 55 9 
Cal lia 1. 04 12. 02 » 15 
14, Of 15. 05 14 I fie en 6.7 Ss. f 8. 75 
3. 02 3. 58 3. 83 United State 7.79 8.7 g. 93 
of cash rents payable for farm] ed wholly for sh and cash rent p n crop-share cash 
leases, and value of crops and livest« roducts | is re nm crop 1 estock shar 
rented farms, divided by tot il acres ASE enant croppe part owners, and manager l 
census 
2 Not available by States 
Source: June 1955—Unpublished Data: Production Econ es Research Branch, Agricultural Research 


Service, U. S. Department of Agriculture 


TABLE II.—Cash rent per acre for farm rented wholly for cash, and ratio of gross 


rent to value, North Central States, 1952-55 





Cash rent per acre Ratio gross rent to value 
state 

1952 1953 1954 1955 1952 1953 1954 1955 

Dollars\ Dollars| Dollars| Lollars| Percent, Percent| Percent, Percent 
Ohio ‘ 9. 30 9. 30 9.70 10. 45 5.4 5. 6 52 5.4 
Indiana 12. 50 13. 00 13. 85 12. 95 6.0 6.5 6.9 5 8 
Illinois 14. 70 15. 10 15. 90 16. 50 5.4 5. 5 5.6 5.6 
Michigan 8. 25 8. 90 9. 1 9. 00 6. 1 6.5 6. 4 
Wisconsin 10. 40 11. 20 10. 80 11. 30 8.3 8.7 8.1 
Minnesota . 65 9. 30 9. 45 9. 90 6.8 6.9 6.8 
Iowa 12. 65 13. 3 13. 50 14. 05 5.5 5.9 6.1 6.0 
Missouri 6. 80 6. 80 6. 7¢ 7. 1 6.7 7 6.8 6.8 
North Dakota 2. 80 2.75 ; 00 2.70 7 7.2 7.6 7.6 
South Dakota- -_- 4. 40 4. 20 4.10 4 30 7.0 6.8 7 76 
Nebraska 6. 00 5 40 5. 90 6. 50 5.9 5.7 6.1 6.4 
Kansas eeau 5. 70 5. 85 5. 40 5. 65 6.6 6.5 6.4 6.1 


Estimates supplied by crop reporters, as of April 1, for 


ilendar years indicated 
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TABLE III.—Cash rent per acre for pastureland and ratio of gross rent to value, 


Vorth Central States, 1952-55 * 


Cash rent per acre Ratio gross rent to value (percent 
1952 1953 1954 1955 1952 195 1954 19 
Ohio $5. 70 $5. 30 $6. 50 $6. 6 5.4 5.4 5.1 2 
Indiar 7.18 6. 40 6. 95 6. 90 16 3.9 4.5 13 
Ii) 7. 10 7. 40 7. 65 7. 60 5. 4 3.3 3. 4 6 
M 3, 2 3. 00 3. 40 3. 46 ) 3 f 5. 6 
W yn 4.40 4.40 4.50 4() 7 7.9 Rf 9,1 
Mi 4.70 +. 5. 10 6.4 6.4 6.6 6. 6 
Iowa 8. 00 7.9 8. O5 R > 2 5 5, i 
M ! 4. 50 4. 50 4. 20 4.3 Ss 6.3 6 5.7 
North Dak 1 Oo 1.10 1. 20 9 0 { . 5. 5 
Sot Dak« 1. 70 1. 75 1. 80 1. 90 { l ) t 
Ni 3. 50 7 a. é 3. Of 6 8 ~ 
kK ) 2 3. 20 3. 4 9 3 R g 
f t lied | crop reporters, as of Apr. 1, for calendar years indicated. 
l lishe t lnection Economics Research Branch, Agricultural Research Service, | S 
De} ent ¢ ulture 





Kor more than 30 years our Nation and its Congress has held that a parity 
price is a fair price—fair to consumers and producers alike. The conservation 
acreage reserve could be used to keep farm prices at a full parity average year 
in and year out Hlowever, to do so in recession and depression years would be 
a great hardship on consumers Moreover, tailoring farm production down to 
less than a volume that consumers would buy at parity prices in a year of full 
employment would be restrictionist and itself contribute to deepening the reces 
sion. Therefore, these conservation acreage reserve proposals do not provide 
for cutting production below the volume that a full employment economy will 
buy at 100 percent of parity prices. 


MARKETING QUOTAS 


The authority for producers to adopt and use marketing quotas should be 
extended by law to all farm commodities. Even if all other elements of the full 
parity family farm income program were in operation, it is likely that situations 


might arise in which readjustments among commodities in the pattern of farm 


production would become necessary and desirable. If the program were fully 
implemented and financed, such situations would be at a minimum. However, 
the right to use the device of marketing quotas should be made available to pro- 





lucers of all commodities, not restricted to the six basics and sugar as in existing 
legislation. 

One little known fact relative to marketing quotas is that they do not constitute 
a flat prohibition or ordering of production. They operate to discourage the sale 
or marketing of more than a specified volume of a commodity. This is done by 
means of a special penalty charged for sales above the established quota. At 
such time as the other elements of the full parity family farm income program 
is adopted, existing marketing quota legislation should be amended to provide 
for the determination of the national quota at a level equal to expected exports 
minus imports plus the volume of the commodity that United States consumers 
could buy at 100 percent of parity prices received by farmers in a situation of 
full employment, that is with less than 8 or 3.5 percent of the civilian labor force 
unemployed. We do not believe it proper to use supply-reduction devices, such 
as the recommended conservation acreage reserve and marketing quotas, to at- 
tempt to cut down to so-called effective demand in periods of less than full em- 
ployment if adequate farm income supports are provided to prevent farmers from 
absorbing heavy costs of national recession or depression. Moreover, quotas 
should be adjusted upward at periods when additions to strategic stockpiles are 
desirable but reductions of quotas should not be used as a means to reduce carry- 
overs 

Existing and new marketing quota legislation should be written to provide for 
the assignment of a realistic minimum to each farm family engaged in production 
of that commodity. Quotas to individual farm families should be based upon 
historical sales of that family relative to other producers and should provide for 
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progressively graduated percentage reductions so that large producers have 
heavier percentage cuts than smaller producers Ss now provided i e sugar 
program. 

We recommend no change in the quota referendum procedure which requires 
a two-thirds majority vote for approval of quotas. However, we d econ 
1end at the penalty eh ged fo verquota irket eg be n eased to t least 
75 percent of the support level 

Under existing law, the national marketing quota for a p is expressed ir 
terms of a national acreage allotment This 1 nal ige a ent is all 
ated to the States and from States to counties. The county acreage allotment 
s allocated among the producers in the county. The individu: irmer’s irket 
ng quota is then established as the actual production of his acreage 

For tobacco and pea t this procedure appears to have rked LV Satis 
factorily However, we do not approve the pire aure Ss appiied f ! i e, 
and cotton nor for extension to other commodities for which 1 keting quota 
autho ity should be pi | 

Tt is our mature and I lered judgment that, with the exception of 
and peanuts, the procedure should establish for each farmer a specific bu 

rv poundage marketing quota governing the volume he « ld sell without penalty 
in a given year regardless of how many or how few acres he used to produ 

The defects of acreage allotment-determine irketing quotas 
dramatically when applica n of quotas to k and butterfat sales are 
sidered and in their application in areas of high incidence of crop failu g 
to recurrent drought and other natural disasters 


In the case of milk and butterfat, there seems no necessity whatever to attempt 
to have Government control of the number of milk cows either nationally or 
the individual farm. 


In high-risk cotton and wheat areas, the producer never knows when he plants 
his acreage allotment what his production and sales might be. If his marketing 
quota is established as rom alloted acres there is no basis ei r 








» production f 
nationally or on the individual farm ft 
move into the commercial market. 

A wheat farmer in the area of intermittent drought never knows when he 
plants whether his yield will be nothing, 2 bushels per acre, 15 or 22 or 30 bushels 
With a 200-acre allotment, his marketing quota might thus vary from as liftle 
as 0 or 200 bushels to as much as 6,000 bushels from year to year. This is a most 
unstabilizing and completely unnecessary result of existing marketing quota 
laws for wheat, cotton, and rice 

The purpose of marketing quotas is to regulate the volume of sales of a com 
modity by charging a heavy penalty on sales over quota. A national determina 
tion is made as to what volume of the commodity will be needed for domestic 
and export needs in the year ahead. This is expressed in bushelage or poundage 
terms. This national marketing quota should not be translated into a national 
acreage allotment but should be distributed to States and counties and individual 
farmers as a specific marketing quota. If no producer exceeded his marketing 
quota, the volume actually marketed would equal the national marketing quota. 

Under existing law, the volume actually marketed from allotment acres might 
be substantially below or substantially above the national marketing quota de- 
pending upon acreage yields. In crops and areas where yields do not vary 
greatly from year to year this posed no great difficulty; but, as the widesp 
drought of 1954, which reached even into Georgia and Virgina, indicated, the 
acreage allotment device is a blunt and clumsy device at best even in humid 
areas. 

For the individual producer, except for tobacco and peanuts, marketing quotas, 
based on acreage allotment, simply do not make much sense nor do they allow 
him to fit the program effectively into his farm-management plan. If the in- 
dividual wheat producer, for example, knew before planting time that his quota 
was 4,000 bushels, he would be able to choose the acres on which he wants to try 
te produce it. One year he might choose to use 200 acres of his most-fertile land 
and another year to use 400 acres of his less-fertile soil. If growing conditions 
look especially promising he might wish to plant 500 acres of his land into wheat, 
knowing full well that at average yields his total production that year would 
greatly exceed his marketing quota. He would market his quota volume and 
would store on the farm the excess production for sale in a later year when, due 
to weather, disease, or pests his yields are greatly reduced. 


o know how much volume of sale 
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NEED ADEQUATE CROP INSURANCE 


The various phases of the full parity family farm income program discussed 
heretofore in this statement, if put into actual operation, would assure farm 
families of an opportunity to earn adequate incomes in years when weather, 
insects, and disease allow them to make a crop. None of the phases heretofore 
discussed will, however, be of any great protection to the farm family in a year 
of complete crop failure. Such failure owing to natural disasters, such as 
floods, drought, plant disease or insects are rarely confined to isolated individual 
farms but cover large farming areas so that not only individual farm families 
but the total economy of an entire area suffers. 

The Federal crop-insurance program was the result of carefully thoughtout 
efforts to employ foresight to alleviate to some extent the hardships following 
catastrophes that cannot be avoided. The people of our country have never 
been slow to pour out the wealth of their purses together with the warm sympathy 
of their hearts when sudden disaster strikes. But how much more effective in 
achieving the desired result is a sensible plan for preventing much of the ter- 
rible cost, both in terms of money and suffering. The crop-insurance program 
Was not set up as a means of making money for the Department of Agriculture 
nor the United States Treasury, neither was it designed as a subsidy. It was 
simply a way in which the entire population could insure themselves against 
heavy future relief loads at the cost of the administrative expenses of the pro- 
gram. The indemnity payments for losses were to be prepaid by the farmers 
themselves by the premium payments they made under the program. 

Under the present administration, the Department of Agriculture has distorted 
the original purpose of the program by adding purely administrative costs to 
the premiums charged the farmers. It has taken another step in the wrong 
direction by having this bill (8.1165) introduced into the Senate. 

Moreover, we have heard that consideration is being given to eliminating crop 
insurance for durum wheat, which was stricken by rust; and to complete elim- 
ination of crop insurance for tobacco and other crops in southeastern areas 
because the small size of the individual policies bring about a high ratio of 
administrative costs to premium income, 

This kind of action and reasoning is completely inconsistent with the purpose 
of the crop-insurance program. It is consistent only with the mistaken notion 
that the purpose of the Federal crop insurance program is to do the experi- 
mental work required to turn a paying proposition over to private insurance 
companies in disregard to public and farmer needs for greater protection than 
can be insured by a profit-type insurance corporation. 

Senator Kerr’s bill would reverse this trend by requiring a 2-year notice of 
intention before an operating crop-insurance program could be jerked out of a 
county. 

The Eisenhower administration has further revealed its intentions of turn- 
ing the program over to private interests in two other ways: One, I under- 
stand that they have turned over a large part of their acturial records to be 
photostated by private-profit corporations for their private use. And, two, the 
administration has in a dynamically progressive manner removed administra- 
tion of the crop insurance program from the hands of democratically elected 
county and community committeemen and turned it over to commissioned agents. 

Senator Kerr’s bill (sec. 1) would stop this type of maladministration by 
requiring that the Secretary of Agriculture utilize the democratically elected 
farmer committees in carrying out the crop insurance program. 

It was expected when the 1947 crop insurance law was passed, that the pro- 
gram would be expanded into additional counties and ultimately into all 3,000 
farm counties. This expansion, while still provided by law, has made little 
progress recently. Section 2 of Senator Kerr’s bill is not a mandate for rapid 
expansion. Such a mandate might require unsound speed. The bill does not 
require that if 200 farmers in a county petition for the program, the reasons for 
not so expanding the program must be incorporated in the next budget message 
of the President. 

The bill has another provision that experience in the drought areas of the 
Southwest has shown to be needed (and this provision is not included in the 
administration bill 8. 1165). If a certain crop, winter wheat for example, should 
be adjudged a complete failure, the indemnity will be paid and the land imme- 
diately reieased so that it can be put into other soil-holding land cover without 
cost of indemnity payment. In a county where drought and destructive dust 
storms usually occur together, it is senseless to require land to lay bare as a 
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requirement for collecting the crop insurance indemnity on a previous crop that 
has been a complete failure. 

S. 1165 does not have the requirement of a 2-year notice of program termina 
tion that is included in the Kerr bill. 

We deeply hope that existing Federal crop insurance policies can be changed 
We urge that the experimental program be expanded rapidly to grow into an 
actuarially sound program available to all farmers for all crops in every county 
Our view is that multiple-crop insurance as well as individual crop insurance 
should be universally available. 

The acturial basis should be composed of incentives for individual efficiency 
coupled with long term records giving one-half weight to county records and 
experience and one-half weight to statewide actuarial statistics. All adminis 
trative and experimental costs should be borne by the Federal Government as a 
low-cost prepaid disaster relief program. 


ADEQUATE FAMILY FARM CREDIT 


The credit needs of family farming are tremendous and growing. Credit 
should be available at the times needed and its terms and conditions should be 
adopted to characteristics of farming as a combined business and way of life. 

Much of the credit needs of family farming can be met by loans obtained from 
private individuals and such credit institutions as banks and insurance com 
panies. Farmers themselves can meet other needs cooperatively through the 
institutions of the farm credit system. Together, it should be expected that 
these sources should supply the great bulk of the credit needs of agriculture. 
However, inasmuch as all of these must obtain their funds from commercial 
money markets and conduct their operations along traditionally conservative 
financial lines, they find themselves unable to perform the entire farm credit 
job. Such institutions find it difficult to pioneer in the meeting of newly recog- 
nized or newly emerging farm credit problems. They are not set up to use their 
credit resources in meeting the high risk needs of severe disasters and emer 
gencies, economic or natural. They cannot afford to participate in credit opera- 
tions when a relative high intensity of technical assistance and loan servicing 
are required to render loaning activities essentially sound from a strictly finan 
cial viewpoint. Moreover, all of these private individual and corporate and 
cooperative institutions have a marked tendency in the absence of outside 
stimulation to become traditional, custom-bound, and increasingly restrictive in 
their credit policies. 

There is nothing morally wrong about this nor even economically unsound. 
It just means that the best interests of family farmers require a separate supple- 
mental and yardstick credit operation. This can best and most efficiently be 
supplied to the Nation by the Federal Government. Such an agency should have 
the legal authority and sufficient funds to meet all of the family farm credit 
needs not filled on reasonable terms by private cooperative and other corporate 
lending agencies. 

This is a problem not strictly of young farmers, nor of low-income farm 
families, nor of disaster situations. It is a need that extends across the board. 
Such an agency would stand ready to meet any legitimate farm credit need not 
met by existing private agencies on reasonable terms. The agency would make 
both direct governmental loans and would insure loans of private lending 
agencies. 

FARMERS’ HOME ADMINISTRATION 


Predecessor agencies too were originaily established under the depression 
emergency authority and the Bankhead-Jones Farm Tenant Act to serve the 
purposes discussed above. Farmers’ Home Administration now operates in the 
field outlined with very greatly inadequate funds and with somewhat restricted 
legal authorities and mandates. The latter, in our view, would be repaired by 
enactment of the Kerr farm credit bill and Senator Sparkman’s family farm 
development act, both now pending consideration before the Senate Agriculture 
Committee. 


NEEDS OF LOW-INCOME FARMERS 


The needs of low-income farmers have been an ever-present concern of Na- 
tional Farmers Union. The position of over 2 million farm families whose 


annual income is under $2,000 presents not just a troublesome problem, but 
a stirring challenge to the whole Nation. 
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Farmers Union has long urged that special attention should be directed by 
Congress toward action that would not only alleviate immediate distress and 
lead toward the full utilization not only of soil and water resources but also of 
the abilities of the peopie concerned. The rewards of such action would be full 
production consistent with the conservation needs of any given area, the enrich 
ment of individual lives, and the economic health of the entire Community. 

The benefits would spread in an ever-widening circle of vitality from the farms 
to the communities, bringing the business enterprises of the smail towns and 
cities into the healthy mainstream of an abundant and expanding economy. 

Now as we enter into the third crop season of the current price-cost squeeze, 
the impact upon farmers is so severe that only the strengthening and expansion 
of programs that benefit small-scale farm operators will prevent a widespread 


involuntary migration from the farm to the city. Many of these people prefer 


farming as a way of life, and many are unfitted for absorption into the industrial 
urban pattern, 

The land which they are forced to abandon will either go out of production, 
with consequent loss of precious soil and water resources that are vital to the 

ture well-being of our rapidly expanding population, or the land will be caught 
in the net of the factory-in-the-field pattern of agriculture. This system, carried 
to it ficient perfection, would repeat the feudal pattern of the great land 
barons and agricultural serfs. 

President Hisenhower’s report on problems of low-income farmers 

A report on problems of low-income farmers was presented to the United States 
Congress on April 27, 1955, by President Eisenhower. The report, entitled ““De- 
velopment of Agriculture’s Human Resources,” the result of a year’s study under 
the direction of the Secretary of Agriculture and the National Agricultural Advi- 
sory Commission, reaffirms the conclusions reached in every study ever made of 
the problem: that only an integrated program on many levels can bring a 
solution. 

The study makes many recommendations, most of them involving further 
studies, conferences, research programs, experimental programs, and establish- 
ment of criteria. These are good recommendations, as far as they go. But they 
do not indicate the concrete actions that are necessary to come to grips with the 
problems. 

For example, the study recognizes that credit facilities are a need in most low- 
producing, low-income areas and makes this recommendation : 

“1. A concerted effort should be made to encourage private and coopera- 
tive lenders to make more loans to enlarge, stock, equip, and develop farms of 
worthy operators. An education program toward this end might include pub- 
lications designed to point out the contribution that local banks and cooperative 
credit agencies can make. Publications should make clear the benefits to the 
community from such loans. Such a program would include courses, demon- 
strations, and meetings for personnel of lending agencies and for farmers. These 
sessions would give the latest information on improved practices, on cost and 
returns of enterprises, and on correct use of credit in improving farming. Farm- 
ers and lenders could discuss problems at joint meetings.” 

Such an approach to the immediate and crying needs of 2 million low-income 
farmers indicates a lack of recognition of the scope of the problem. 

The fair words of the report and of the President’s message to the Congress 
which accompanied it are belied by the executive timid action and inaction of 
officials of the present administration. 

Interest rates on loans made by Government agencies have been increased, 
crop insurance abandoned in the areas most in need due to drought, Farmers’ 
Home Administration has reduced its management services to clients, the voca- 
tional education program has been held to its present scale only by congressional 
refusal of recommended cuts, and soil conservation programs weakened. 

Tools to build a worthwhile method of attack on the problems of low-income 
farmers exist, but the will and skill to use the tools are also needed. 

Hearings to discuss legislation bearing upon the low-income farm problem 
will soon be held by the Agriculture Committee of the Senate. 

Among the proposals will be 8. 1199, introduced by Senator Sparkman Demo- 
erat of Alabama on February 23, 1955. An identical bill H. R. 4800, was intro- 
duced in the House by Congressman Patman Democrat of Texas on the same date. 
These bills are supported by National Farmers Union and attack the low-income 
farm problem head-on. If enacted, this legislation, known as the Family Farm 
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Development Act, would be a giant’s stride toward eliminating the causes of 
rural poverty and strengthening the economic opportunity of low income farm 
families. 

Another bill, 8. 2106, sponsored by Senator Kerr Democrat of Oklahoma and 
Humphrey, Democrat of Minnesota, is of importance to farmers in areas where 
additional credit facilities are needed as the result of economic conditions or 
production losses due to natural causes. 

These bills would amend, expand and improve the Bankhead-Jones Farm 
Tenant Act. 


FAMILY FARM DEVELOPMENT ACT 


S. 1199 and H. R. 4300 call for the Secretary of Agriculture to focus all of the 
available agencies and services of the Department of Agriculture on the prob- 
lems of low-income farmers. The Secretary of Agriculture already has the 
authority as well as the trained personnel capable of putting into operation a 
coordinated attack on this problem. The legislation covered by the Family Farm 
Development Act would specifically authorize and outline a plan to use the avail- 
able Department resources, plus needed additional personnel and funds, and 
direct the Secretary to put the program into operation. 

The Family Farm Development Act states: “The Congress recognizes that 
rural poverty and low rural productivity can and must be remedied in order to 
bring the Nation up to maximum strength and that through this example of 
strengthening democracy at home by providing additional opportunities to low- 
income rural groups, democracy in other parts of the world also will be strength- 
ened.” 

The first step in this program would be the determination of the areas where 
assistance was most needed. The President is authorized to determine from 
time to time from the latest official statistics the counties or areas of the United 
States, not exceeding five hundred in number at any one time, having the largest 
low-income farm population and to inaugurate and maintain in these counties 
or areas this coordinated, direct program. 

Low-income families or single persons living in rural areas would apply for 


‘such assistance, if the county farmer committee finds that the applicant would 


develop a farm and home management or family employment plan for increas- 
ing his productivity and income if he had assistance, and if he has a reasonable 
chance to sueceed. 

In exploring the most feasible and practicable methods for increasing his 
productivity and income, the applicant, with the assistance of the county farmer 
committee, would determine whether the cause of low income is due to physical 
handicaps of the family; the lack of available credit to make needed shifts in 
farming methods and use of labor resources of the family; the practice of in- 
efficient farming methods, or practices; lack of practicable diversification in 
the farming operation; lack of sufficient land; lack of outside employment op- 
portunities to fully utilize the labor of the family in ways that enable it to earp 
an adequate return at least equal to the established national minimum wage. 

The families and the farmer committees would be assisted in the analysis of 
the needs and in developing the plans by the local and State offices of Depart- 
ment of Agriculture agencies which could provide the advice of technicians in 
such fields as soil conservation, and supervised agricultural credit for agri- 
cultural production and for fawm enlargement and development. The advice 
and assistance of other Federal agencies would be made available and the co- 
operation of State and local agencies, including the State agricultural extension 
services and the State employment services and of private individuals and or- 
ganizations also would be solicited. 

After the analysis of the needs had resulted in the developing of a farm and 
home plan, every assistance possible to put the program into effect would be 
employed through the county farm committee. This would include technical 
assistance on improved farm and home practices, and also assistance in obtain 
ing credit needed from private cooperatives, or governmental sources. 

Additional credit facilities would be needed to implement such a plan. There 
fore the Family Farm Development Act would authorize the Secretary of Agri- 
culture : 

1. To insure and to make direct loans for a period up to 25 years at not more 
than 4 percent interest for the enlargement and development of owner-operated 
family-type farms by: 

(a) Acquisition of additional land; 
(b) Establishment of improved pastures and sustained yield woodlots ; 


64440—55— pt. 1 i 





PRICE-SUPPORT PROGRAM 


(c) Construction of adequate farm buildings and structures, including 
drainage facilities, irrigation facilities, and other facilities for the use, 
conservation, and improvement of soil and water ; and 

(d) Other related farm improvements which will increase the income- 
producing ability of the farm unit to that of a more nearly fully adequate 
family farm. 

2. To make or to insure 3- to 10-year loans at not more than 4 percent interest 
advanced by production credit associations and by private tenders for nonreal- 
estate-capital-investment purposes. 

3. To make loans up to 50 years at not more than 3 percent interest to eligible 
applicants to acquire and manage on a sustained-yield basis additional forest 
or cutover land. 

4. To make loans for periods up to 10 years at not more than 4 percent 
interest to enable an eligible applicant to acquire needed logging equipment. 

5. To make loans of not more than 5 years at not more than 4 percent interest 
to eligible applicants to purchase capital stock of and pay membership fees 
to existing or new supply, service, or marketing cooperatives, including timber 
marketing and processing cooperatives. 

6. To make loans to refinance existing indebtedness incurred for any of the 
above purposes on terms and conditions applicable to loans for such purposes. 

Such loans are authorized with the provision that creditors will enter into 
voluntary agreements to make needed adjustments of their outstanding indebted- 
ness to realistic income possibilities of the collatera! for the existing mortgage 
or mortgages; and with the future provision that the Secretary of Agriculture 
shall establish a variable repayment schedule for all of the foregoing types of 
loans so that the repayment of interest and principal in any single year shall have 
a reasonable relationship to the income of the participating family in that year. 

The Family Farm Development Act recognizes the need for adult vocational 
training in the low-income rural areas and so authorizes the Secretary of Health, 
Education, and Welfare to establish in designated counties a program of such 
training in both farm and home management and in such other farm and non- 
farm activities as are indicated by the family plans as necessary to achieve the 
best family income and most productivity of family labor. 

Both full-time and part-time family farmers would be eligible for the loans and 
technical assistance. 

Industrial dispersion plans would be fitted into the plan to improve low-income 
rural areas by this legislation. New or expanded private industrial, commercial, 
or service enterprises would be established in widely dispersed rural areas where 
there are a number of underemployed rural persons with excessively low in- 
comes and where conditions are such that there are reasonable prospects for 
the successful operation of such enterprises. Such dispersion is in line with 
present thinking on national defense needs. To make such a policy effective, the 
legislation states that the departments and establishments in the executive 
branch of the Government shall be utilized and coordinated to— 

1. Provide technical aid and assistance to, and consult and cooperate with, 
farmers, businessmen, workers, cooperatives, civic organizations, clubs, and 
committees, community study and planning groups, and local and State 
governmental agencies ; 

2. Prepare and distribute technical, defense, and economic information 
on opportunities in and necessities of private enterprise in various industries 
and areas in order to aid in developing new or expanded industries best 
suited to local conditions, and in the interests of civil defense ; 

8. Assist new or expanding industries in finding adequate private financ- 
ing through local capital or otherwise, and, where such financing is not 
available, extend Government loans or guaranties under existing authority ; 

4. Use all appropriate means and authority to encourage and stimulate 
the maximum expansion in private employment and private enterprises con- 
sistent with the needs for national defense, with a sound, growing national 
economy, and with the necessities of civilian defense. 


S. 2106 SPONSORED BY SENATORS KERR AND HI’) MPHREY 


This bill amends the Bankhead-Jones Farm Tenant Act so as to authorize the 
Secretary of Agriculture to make loans directly, and insure loans made by private 
credit sources, to farmers, stockmen, farm partnerships, grazing associations, 
and irrigation companies in areas where there is a need for such credit as the 
result of economic conditions or production losses due to natural causes, and for 
other purposes. 
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This bill would— 

Reduce the rate of interest chargeable under the act from 5 to 3 percent. 

Inerease the size of the maximum water facilities loan to an association 
of water users from $250,000 to $1,000,000. 

Authorize a program of loans of wheat and feed grains from Commodity 
Credit Corporation stocks to farmers and stockmen, who are unable to obtain 
loans from other sources on terms and conditions they could reasonably be 
expected to meet, for the purpose of furnishing the feed needed by such 
farmers and stockmen to preserve a breeding stock of cattle, hogs, work 
stock, and poultry. 

Permit the Secretary to make loans to part-time farmers, as recommended 
by President Eisenhower, by allowing consideration of off-farm income in 
appraising farm and loan repayment capabilities. 

Add a new title providing for direct loans and insuring of loans for re- 
financing existing indebtedness and to acquire additional land and make 
improvements where required to rehabilitate the farming patterns in a 
drought-stricken area. Such refinancing loans would be available to water 
companies and grazing associations as well as to individual farmers and 
partnerships of farmers. 


Prices, income, volume, and costs 

We are convinced that the full parity family farm income program will correct 
all of the major weaknesses of existing price supports. Since strong emphasis 
is placed upon measures to expand the money or effective demand for farm 
products, farm production would not run as far ahead of demand at parity prices 
as it is likely to do in the absence of full employment and national economic 
growth, of subsidies to low-income domestic consumers, and of the expanded 
foreign demand resulting from the policies recommended in that sphere. 

Because Government loans on and purchases of farm commodities will be used 
for specific purposes, unnecessary so-called surpluses will not pile up in Govern- 
ment ownership. Since domestic market prices will be allowed to seek their own 
stable level without artificial props above the world level, the American exporter 
would be able to use price competition in his selling efforts and the domestic 
United States market would not be artificially attractive to foreigners. The 
program would not require cuts in acreage of United States farmers to serve as 
a world price umbrella at the expense of reduced United States exports, as does 
the present program, nor would it act as a suction pump to pull in an artificially 
high volume of competing imports. Thus both export subsidies and import 
quotas and tariffs would become unnecessary. 

Certain important questions concerning the program must be raised and 
answered in terms of the effect of the program on the volume and prices of farm 
products to consumers; the effective level of income support provided to farm 
families; and the magnitude of Government expenditures involved. These ques- 
tions can be accurately and fully answered only on the basis of a comprehensive 
and detailed statistical economic analysis, the facilities and resources for which 
we do not have. 

However, sufficient analyzed statistical information does exist to caleulate the 
broader factors involved. 

In the 3 most recent marketing years of relatively full employment—1951, 1952, 
and 1953—the parity ratio averaged 102 with an average farm output index of 102. 
During the same period United States population averaged 155.7 million people 
and index of the volume of farm exports averaged 99. 


Rate of 

increase U ‘ 
a Percent 3 el nase i 

in gross anew: Parity Farm out- States 

national ployed tio put index | population 

product ’ (million 

percent) 


United 
States 
farm 
export 


Marketing year ending- 
1951... ‘ 3 153. 0 
1952 9 135 7 
1953_ 5 2.6 y 158.3 
Average 0% 155. 7 
Expected 1955 5.3 163. 9 
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No acreage allotments or marketing quotas were in effect during the period. 
No price-supporting Government purchases were made until toward the end of 
the period and the effect of these are roughly balanced off by price ceilings and 
export restrictions that were in effect in early months of the period. 

Some idea of the dimensions of the situation are indicated by the following 
table: 


{In billions] 


United States 
consumers’ 
disposable 

personal 
income 


United States 
consumers’ 
expenditures 
for food 


Cash receipts ,, foe 
Marketing year from farm \ Pa — m 
marketings I 7 


$226. 1 $54. 6 
236.9 | 59. 7 
250. 62. 2 


Average initteatahaaidacill 31.3 3. 237. 55.5 
: 263.0 | 65. 2 


There is reason to believe from these and other figures that restoration of a 
condition of full employment for as long as a year with the current level of ex- 
ports would raise the parity ratio to about 90 or 92 percent average for all farm 
commodities. Hach percentage point inerease in unemployment translates into 
about the same percentage drop in consumer demand for farm commodities, and 
each 1 percent decrease in consumer demand means a 6 percent drop in prices 
received by farmers and a 12 percent drop in realized net income of farm 
operators. 

While approximately 10 percent of United States farm production goes into 
exports, more than half of the value of farm exports is represented by 4 
commodities—wheat, cotton, tobacco and rice. Other commodities of which a 
very large share of United States production is commonly exported include barley, 
soybeans, raisins, lard, and apples. 

With the exception of these export commodities, the maintenance of an ex- 
panding full employment economy in the United States will go a long way toward 
maintaining prices received by farmers at 100 percent of parity. However, 
there is some evidence to indicate that in the absence of production controls, 
America’s farmers will increase their production at the rate of about 3 or 4 
percent per year with parity prices. Under conditions of full employment and 
parity prices, consumers’ expenditures for farm products appear to rise at a rate 
of less than 3 percent a year. The result would be that even in an expanding 
full employment economy, farm production increases would gradually outrun 
consumer demand by about % to 1 percent per year, causing a constant down- 
ward drag on prices received by farmers of about a 3 to 7 percent drop annually. 

Thus maintenance of a national economic growth rate of as much as 5 or 6 
percent a year would come within 1 percent of adjusting consumer demand 
up to farm production. This would, of course, take no account of need for either 
increased exports or reduced production of wheat, cotton, tobacco, and the other 
export commodities. 

There is no way to estimate accurately how much additional farm exports 
will result from renewal of the Reciprocal Trade Agreements Act and passage 
of the Customs Simplification Act. 

A complicating factor in relation to increasing current exports by means of 
the expanded Agricultural Trade Development and Assistance Act, expanded 
point 4, and establishment of the International Food and Raw Materia!'s Reserve 
is the existence of Commodity Credit Corporation stocks and President Eisen- 
hower’s set-aside of stocks that have been allowed to accumulate over the past 
2% years. One of the first actions in embarking upon the recommended pro- 
gram should be the determination of the amount of stocks of the different com- 
modities required for an adequate food and fiber strategic stockpile and safety 
reserve and the transfer to it of the required stocks from Commodity Credit 
Corporation to a “sterilized” strategic reserve. If this were done it would greatly 
reduce the deadening influence of having the set-aside hanging over the market. 
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Currently a very large share of Government expenditures in connection with 
expanding farm exports is going into the sale of already accumulated stocks. 
This same situation is true with respect to noncommercial domestic disposal 
programs. 
Until that part of accumulated stocks that is in excess of safety reserve needs 
has been disposed of, annual appropriations for domestic and foreign consump- 
tion expansion will have to be larger than they otherwise would. 


COST OF FOOD ALLOTMENT OR CERTIFICATE PLAN 


There are about 7 million family units in the United States with total 
incomes of less than $1,000 per year, spending on the average about $275 less 
per year for food than is required for good nutrition. To fill only half of this 
need through a food certificate plan would require an appropriation of almost 
$1 billion per year, of which about $400 million would be added directly to 
national farm gross income. This would amount to about a 144 percent net 
increase in aggregate demand for farm commodities and could be expected to 
have an upward push on prices received by farmers of between 5 and 9 percent 
which would add about another $2 billion to farm gross income. In addition, 
of course, $50 million per year is authorized for purchase of additional milk by 
schools. H. R. 12, as passed by the House, raises this figure to $75 million per 
year. 

If the full amount needed to raise the diet standards of all low income families 
in a period of full employment had been appropriated in 1954 and 1955 this would 
in itself raise farm prices to the parity level for those years. By 1955, however. 
we have already accumulated the results of 214 years stagnation. The economy 
is operating at less than full employment and only minor consumption-expanding 
activities have been in operation. 

Moreover, it must be realized, that after the food stamp or certificate plan 
had been inaugurated and started operating at maximum level, farm production 
increases would again begin to outrun demand within a few years. 


COST OF EXPORT PROGRAMS 


As years passed following attainment of a full employment economy and 
inauguration of a program of domestic food subsidies to low income consumers, 
American farmers would each year be able to add an additional one-half to 1 
pereent of their total production to amounts available for export. This would 
require an annual expansion of exports of about 10 percent, a rate which prob- 
ably could not be sustained by foreign purchases. But starting with the stocks 
we have accumulated by unsound policies the past 2 years, it appears reasonable 
to assume that as much as $1 billion per year should be authorized for the 
purposes of the Agricultural Trade Development and Assistance Act. This would 
probably add about $2 billion a year to farm gross income, after accumulated 
surpluses were disposed of. If this authorization were not subsequently 
increased, increased farm productivity would again catch up with expanding 
demand in about 3 or 4 years. 


CONSERVATION ACREAGE RESERVE 


Moreover, in 1955 we are crippling along as a Nation with less than full 
employment; very few food subsidies for low income people are in effect; 
there is no international food and raw materials reserve; the authorization for 
the Agricultural Trade Development and Assistance Act averages only $333 
million per year. As a result prices, received by farmers are averaging about 
86 percent of parity even with a partial price support program in operation. 

As of 1955, our national farm gross income is running about $8 billion or 
20 percent below the $40 billion that would be consistent with 100 percent of 
parity prices. This is just about the situation that would exist in 1959 if the 
consumption-expanding programs discussed above were established now. This 
entire gap could be closed with approximately 5 percent across-the-board cut 
in farm acreage used for commercial production. Doing so would raise prices 
received by farmers to the parity level on the average. 
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RECAPITULATION 


{In billions] 


Additional farm gross income from— 
Gross farm al ee Pin Bee herwivers 


income with ree Pe 
Year income wit 


5-percent UN-) pH} em- Domestic | Export : 4 
employment ployment na | policy CARE 
1955 id $33.9 | $5. 4 ae ¥. saa’ |---~--- 
ee 7 -oo=-} 34.8 5.6 2.0 | $1.0 | . Acne 
1957 i 35.8 | 5.8 2.0 | 1.5 | $1 
MMi. 33) ks 36.9 | 6.1 | 2.0 | 2.0 | 2 
1950. ...... ‘ : eis 38. 0 6.4 2.0 | 2.0 6 


PRICE SUPPORTS AND MARKETING QUOTAS 


If everything worked well in connection with this program and no indi- 
vidual commodity were to get out of line, there would be no need to call upon 
either price supports or marketing quotas. Such a favorable set of circum- 
stances would not, of course, always be the case. For this reason there should 
be standby authority to adjust the production of individual commodities in the 
form of marketing quotas. Marketing quotas for crops should be established to 
provide that volume of sales to the year ahead required to fill full employment 
demand at parity prices plus expected exports under conditions then prevailing, 
plus whatever addition, if any, is needed for safety reserve. Marketing quotas 
for milk, poultry and livestock products, and other perishables should be estab- 
lished at the volume that will be taken by augmented full employment demand 
at 100 percent of parity prices. 

Obviously if the economy is operating at less than full employment, production 
adjustments geared to full employment demand will not result in parity market 
prices. In most cases market prices will fall below parity requiring production 
payments to support producers’ returns. Such payments can be fully justified 
as an antidepression measure and would have that effect. 

In case the society as a whole should decide they do not wish to make provi- 
sion for the full required amount of production payments that this rule would 
require, then farmers should be authorized to make use of the conservation 
acreage reserve and marketing quotas to reduce volume farm commodity sales 
in the aggregate and for individual commodities so that market price plus pay- 
ments will equal 100 percent of parity. 


ANALYSIS OF MARKETING CERTIFICATE ALLOTMENT PLAN (TWO-PRICE SYSTEM) 
FOR WHEAT 


This is an analysis of the two-price plan for wheat included in H. R. 2598 
introduced by Congressman Hope and similar bills introduced in the Senate by 
Senators Carlson, Schoeppel, Neuberger, Jackson, Magnuson and Morse. 

The proposed plan authorizes Commodity Credit Corporation nonrecourse price 
support loans on all wheat at a level per bushel of approximately the loan rate 
per bushel of corn then in effect. Consumer-financed production payments of 95 
cents per bushel, or less, would be made in addition on the “normal” production 
of approximately one-half of the wheat acreage base of each farm to bring 
domestic food allotment price up to 100 percent of parity for wheat. Acreage 
allotments would be used to prevent accumulation of stocks under the loan pro- 
gram. 

A market price of approximately $1.35 per bushel would be received by 
farmers for wheat, if the plan were in operation under supply conditions similar 
to those of the present year and if a 90 percent of parity loan program is in effect 
for corn. In addition to this, the farmer would receive a production payment of 
78 cents per bushel on production within his “domestic food marketing allotment.” 
If only a 75 pereent of parity corn program is in effect, the market price of 
wheat would be about $1.24, the production payment on “domestic food allot- 
ment” bushels would be 95 cents per bushel. These figures are based upon as- 
sumptions and calculations detailed in later sections of this statement. 

The table below indicates the way a farm family might come out who 
has been producing 5,000 bushels of wheat annually under present acreage 
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restrictions and marketing quotas, comparing different cropping alternatives 
under the two-price plan with the sliding scale system, with the 90-percent-of- 
parity program, and with wheat supports that would be provided by National 
Farmers Union full parity family farm income program. 


Average return per bushel for wheat and gross income 

Propor- 
tion of 
wheat- | Bushels| 90 percent corn supports 75 percent corn supports 
land of wheat|__ 


Situation available pro- * ion 
other duced Actual | Percent; Gross Actual | Percent | Gross 
use price per, present | income price per) present | income 

percent bushel, | parity, for bushel, | parity, for 


average | average wheat average | average | wheat 


A. 2-price system 
Produce domestic food 
allotment , 65 2,500 | 1 $2.16 86 | $5, 400 $2. 16 86 | $5. 400 
Domestic food allot- 
ment, plus 1,000 





bushels hansen 51 3, 500 1. 93 77 6, 750 1. 89 71 6, 610 
y Domestic food allot- 
ment, plus 2,500 
bushels. .__. 2. 30 5, 000 | 1. 76 70 8,775 1. 69 67 8, 425 
B. 90 percent parity program 30 5, 000 21.94 7 9, 700 | 
C. 8244 percent parity pro- } 
gram b 30 5, 000 31.78 71 8, 905 
D. 75 percent parity program | 
4 (existing law) - - . | 30 5, 000 7 : 41.62 61 8, 100 
: 1952 program °_. 0 7,143 52. 26 90 16, 143 me 
E. National Farmers Union 24; 5,430 2. 51 100 13, 629 


‘a —— 


1 Modernized parity price for wheat. 
2 90 percent of modernized parity price for wheat. 
$823¢ percent of modernized parity for wheat. 
5 475 percent of modernized parity for wheat. 
q $90 percent of old parity for wheat, no marketing quotas, 
6 100 percent of old parity for wheat, marketing quotas geared to current demand. 


The effects and implications of the plan are of importance not only to wheat 

producers but also to the producers of corn, oats, barley, grain sorghum, soy- 

q beans, and other feeds as well as to producers of other export farm commodities 

7 and those with secondary domestic markets such as cotton, tobacco, rice, apples, 
lard, peanuts, milk, and fruits and vegetables. 


A. Level of support 
The actual realized level of support would be different for each and every 
producer depending upon the amount of wheat he produced and sold in addition 
to his assigned “domestic food allotment.” The “domestic food allotment” would 
be in the neighborhood of 50 percent of his wheat acreage allotment base as 
calculated under present wheat marketing quota laws. 

The individual farmer before planting time would have to decide whether he 
could produce wheat at a cost per bushel less than the expected secondary (lower) 
of the two prices ($1.24 and $1.35 per bushel in examples used earlier). If he 
could not, he would cut his acreage down to his domestic food allotment (about 
half of wheat base) for which production he would receive the expected secondary 
or market price plus a payment on his domestic food allotment certificate to bring 
it up to 100 percent of the modernized parity price. He would then have to let 
half his base lie idle or find another use for it, or else store overquota wheat at 
his own expense. 

If his expected production cost per bushel of wheat was less than the $1.24 or 
$1.35 (according to support level for corn), he would plant additional acres, if 
the expected net per acre was greater from wheat than from alternative uses 
of the land. 

The market price received by farmers for wheat would depend upon: 

(1) The corn loan level; or 

(2) The market price of corn, if it were above the loan level: or 

(3) The world price of wheat, if it were above the United States market price 
of corn. 

The corn loan level.—Under existing law scheduled to be in effect after 1955, 
producers can obtain nonrecourse price-support loans on corn aceording to the 
sliding scale with a floor of 75 percent of modernized parity ($1.24 per bushel) 
if they stay within acreage allotments. 
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Corn is also subject to the parity rollback, or transitional parity, now scheduled 
to go into effect on January 1, 1956. 

Market price of corn.—If the market price of wheat is allowed to drop, as is 
intended in this proposal, until it competes with corn and other feed grains as 
a livestock feed, there is no reason to suppose that the market price of corn 
will be any above, if as high as, the mandatory minimum support price provided 
by whatever law and circumstances then prevail with respect to corn. 

This is a largely unpredictable factor, being dependent, upon the actions of 
Congress with respect to corn price-support legislation. There are no quotas on 
corn, It is unlikely that Congress would vote to retain 90 percent of parity sup- 
ports for corn, or even 8214 percent supports, if wheat producers have indicated 
a Willingness to accept a 2-price system giving a substantially lower support 
for wheat. 

The highest one could hope is that the corn loan might be set in 1958 or 1959 
at 75 percent of modernized parity ($1.22-$1.26 per bushel). And there is every 
reason to suppose that the market price of corn would be below the loan level, 
as it chronically has been. In the meantime (1956 and 1957) the corn loan rate 
would be 85 and 80 percent of the present parity price for corn under existing 
legislation. 

World wheat price—Such a price ($1.22 per bushel for wheat), approximately 
the estimated corn loan, is 25 cents per bushel less than the minimum price estab- 
lished in the extended International Wheat Agreement ($1.55 per bushel minus 
6 cents handling charges and 2 cents transportation from United States farms to 
United States exporters or a farm price for wheat exported under the agreement 
of approximately $1.47 per bushel). 

If the world price for wheat were to stabilize at this minimum figure, United 
States wheat would move into export rather than to United States livestock 
feeders, and the secondary price in the 2-price system for United States wheat 
would be in the neighborhood of $1.47 per bushel. 

However, if the amount of United States wheat intended for export exceeded 
the United States quota under the wheat agreement, and it almost certainly 
would, except in years of widespread severe drought, the world price for wheat 
outside the agreement might well fall below this minimum depending upon effec- 
tive demand for wheat in the importing nations and the total production of 
wheat and the export policies of other wheat-producing nations: Canada, Aus- 
tralia, New Zealand, Argentina, France, and Russia. 

The world price for wheat might be above the effective [WA minimum of $1.47 
per bushel and it could well be below it. The only definite assurance that a pro- 
ducer would have with respect to the price of wheat produced in addition to his 
domestic food allotment would be the CCC nonrecourse loan at approximately 
the corn loan level, which might well be $1.24 per bushel (75 percent of modern- 
ized parity price of corn), 

For wheat sold within his domestic food allotment the producer would receive, 
in addition to the $1.24, a production payment (in the form of a marketing 
certificate) of 92 cents per bushel. This would be a total return of $2.16 per 
bushel on production within domestic food allotment. For the rest of his wheat 
he would get the market price of $1.24 per bushel. 

Average blended support price-—A farmer with a 5,000 bushel wheat base 
would get a domestie allotment of approximately 2,500 bushels in the proposed 
plan for which he would get approximately $2.16 per bushel. Any wheat he sells 
in addition to that, he would have to sell at approximately $1.24 in a year of de- 
pressed foreign effective demand, and under the corn and feed grain situation 
assumed. 

To the extent that he could command the land and labor resourees and produce 
additional wheat at less cost than $1.24 per bushel he would be ahead to do so 
if no alternative use would yield him a greater net return over costs. 

However, if his costs were greater than $1.24 per bushel, he could not afford 
to produce any more wheat than his domestic allotment. 

B. Parity formula 

The proposed plan assumes that rollback parity formula in present law will 
go into effect as presently scheduled on January 1, 1956. 

The change from the present method of calenlating the parity price of wheat 
to the proposed method would be done in 5 percent annual steps, such as the 
transitional parity prices of barley, oats, rye, and grain sorghum, by which their 
parity prices have already been rolled back from the higher to the lower basis. 
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This means a continuous drop year after year for many years in the official 
parity price of wheat. This would cause a reduction in the certificate or produc- 
tion payment allowed and thereby contribute to a still further reduction in the 
parity price of wheat, corn, and all feed grains in later years. 

C. Controls 

The Department of Agriculture would continue to regulate the total acreage 
of wheat that any individual producer could plant, decision on policies to be 
made by two-thirds vote in referendum supervised by United States Department 
of Agriculture similar to marketing quota referenda of past years and as pres- 
ently operating. Some proponents admit that total acreage allotments of 55 
million acres (same as this year) would be needed for each of the next 5 years. 

There is no way to predict exactly wheat acreage cuts this provision of the 
plan would require, but the significant point is that provision is made for such 
reduction just as under quotas in present law and proponents accept interpreta- 
tion that 30 percent cut under 1952-53 acreage would be part of plan. 


D. Methods of support 

Commodity Credit Corporation would make to each producer a production 
payment in the form of a negotiable domestic food-allotment certificate, equal 
to the difference between parity price and estimated (expected by Secretary of 
Agriculture) market price in the next marketing season. 

Commodity Credit Corporation would extend nonrecourse loans to producers 
on wheat at a level of approximately the loan rate for corn. (Seventy-five per- 
cent or ninety percent of new parity price for corn is $1.35 or $1.22 per bushel. 
This is approximately 50 percent of the present parity price of wheat.) 

Funds required by CCC to make the production payments (cashing the mar- 
keting certificates) would be collected from processors and importers at time of 
first sale of domestic United States food use through sale to them by CCC of 
certificates with a per bushel cost equal to the production payment per bushel. 
Such processors and importers would be expected to pass on the cost of such 
certificates by means of a higher sale price of flour and other products. Thus 
the cost of making the production payments to farmers would be borne by domes- 
tic United States consumers. There would be possibility, as under present loan 
program, for release of stored up supplies in years of rising prices as was the 
case, for example, in 1936 drought, World War II period and Korean war. How- 
ever, what the consumer pays in a year with supports would not be recouped 
under the two-priced system in a subsequent year when stored supplies were 
released. 


E. No provision for safety reserves 

The proposed two-price plan makes no provision for accumulation of safety 
reserves of wheat other than the carryover that would be in storage on farms 
or in inventories of the grain trade or should be accumulated by support loan 
operation at the corn loan price level of wheat. Existing wheat price support 
and marketing quota legislation makes definite provision for safety reserves 
which, while inadequate, are better insurance than no definite provision for 
reserves at all. 


F. Disregards domestic and international pattern of wheat use 


The proposed two-price plan seems to assume that equal percentages of all 
varieties of wheat are milled for domestic food purposes. All producers and 
producing areas are given the same domestic allotment factor. 

The facts are, however, that very high percentages of some types of wheat, such 
as those grown in the area ineluding Texas, Oklahoma, Kansas, Colorado, Ne- 
braska, South Dakota, Montana, North Dakota, and Minnesota, are used domes- 
tically for flour; while very low percentages of other types of wheat grown in 
other areas are so used. It is quite unlikely that wheat producers in the first 
named areas, who know that most of their wheat is used domestically, would feel 
favorable to having an equal share of their domestic allotment payments go to 
producers, the greater part of whose production must be sold for feed or export 
at the lower market price. 

Under such circumstances, the wheat producers of the former area might 
prefer to have a legal distinction made among the different types of wheat with 
separate and different determinations made with respect to domestie food propor- 
tion and the export-and-feed share for each. Thus. if historically 85 percent 
of hard spring wheat had been used domestically for food, this factor rather than 
the all-wheat factor of 50 percent would be used for that type of wheat. 
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EFFECT OF WHEAT TWO-PRICE SYSTEM ON CORN AND OTHER FEEDS 


An 18-million-ton annual supply of wheat would in effect be put on the feed 
grain market by the proposed wheat two-price system. This compares with a 
total production of the four feed grains: corn, oats, barley, and grain sorghums, 
this year of about 123 million tons. The supply of wheat that the plan would 
dump on the feed grain market approximates the 20-million-ton feed grain carry- 
over into 1955-56. 

A near record supply of feed grains and other concentrates is already in pros- 
pect for the coming year. 

Wheat farmers have already adopted a 30 percent cut for 1955. Marketing 
quotas are in effect for 1955 cotton, tobacco, rice and peanut crops. Land 
taken out of cotton, wheat, rice, peanuts and corn has to be used for some- 
thing. With currently and prospectively low cattle and dairy prices and the 
tight credit situation, not much of this land has been put into pasture. Most 
of this land has gone into production of soybeans, and the feed grains other 
than corn. 

Prices of feed grains have been declining and are now at the lowest level 
since November 1950. Corn is selling at around 75 percent of parity. Oats 
was at only 84 percent of the new lower parity price; barley was 79 percent; 
and grain sorghum at 87 percent of the roll-back parity price that is 25 per- 
cent lower than the parity price calculated by the method formerly used. All 
except grain sorghum were selling below the announced support level. Soy- 
beans were selling in April 1955 at 8&8 percent of parity. Market prices would 
have been even lower if no support programs were in operation. And Benson 
has lowered all of these except corn by 15 percent for the 1955 crop down to 
70 percent of parity. 

None of these commodities except corn, have mandatory support programs. 
Whether to support the prices paid to farmers for grain sorghum, oats, barley 
and soybeans, and if so, at what level, is entirely discretionary with the Sec- 
retary of Agriculture. In making his determinations the Secretary is required 
to consider the “total supply of grain available for feed in respect to the demand 
(livestock and poultry numbers)”. 

If currently and prospectively low cattle and dairy prices continue, there is 
likely to be a drop in cattle numbers reducing the demand for feed grains 
at just about the same time when increased planting of secondary feeds on 
diverted corn, cotton, rice, peanut, tobacco and wheat acres will be augment- 
ing the supply of feed grain. On top of this, the proposed wheat two-price 
system would put 600 million bushels of wheat into price competition with the 
feed grains. 

Proponents of the wheat two-price system say that the position of feed grains 
has been protected by providing for wheat a Commodity Credit Corporation 
nonrecourse price support loan at approximately the corn loan level. Corn 
was selling in January 1955 at only 77 percent of parity even though a firm 
90 percent of parity support level is required by law. Existing law cuts corn 
supports to 8244 percent in 1955 and to the sliding scale with 75 percent floor 
beginning in 1956. House passed H. R: 12 would extend 90 percent for corn 
for 1955, 1956, and 1957. 

With none of the other feed commodities having mandatory support pro- 
grams, the entire burden of protecting producers of feed grain falls primarily 
upon the corn support program. The proposed wheat two-price system would 
put the added burden of 600 million bushels of wheat onto the corn loan pro- 
gram. This would undoubtedly push market price of corn even further below 
the loan level. 

The proponents of the wheat two-price system appear to have overlooked, 
also, the fact that the corn support program that would be set up by passage 
of H. R. 12 expires December 31, 1957. In spite of this, however, the propo- 
nents of the wheat two-price system have hinged the entire proposal on a level 
for the secondary price of wheat at “slightly above the corn loan level.” 

For years after 1957, even under H. R. 12, the “corn loan level” will be the 
minimum for the “sliding scale” permanent provisions (75 percent of modern- 
ized parity price of corn—$1.24 per bushel). 

Here is a case where corn, oats, barley, grain sorghum, and soybean producers 
eannot afford to allow wheat producers alone to make the decision respecting 
a wheat-support program. Whether to enact or reject the proposed wheat two- 
price system is to make a vital decision affecting feed producers. 
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In summary, here is what seems likely to happen farther down the road to feed 
grains, if we were to allow a wheat two-price system to be adopted: 

(1) The wheat two-price system would be serious competition to, and have a 
strong impact on, feed grain prices. 

(2) The proposal to tie wheat prices to the price of corn would mean in these 
circumstances that lower wheat prices would bring lower feed prices which in 
turn would bring lower wheat prices and so down and down on the spiral slide 
year after year, as long as modernized parity formula is in use. 

(3) Lower feed prices would ultimately mean lower livestock, dairy, and 
poultry prices, which in turn would reduce effective demand for feed grains, 
which would tend to reduce feed grain prices contributing further to the whirl 
down and around the spiral slide. 

(4) Moreover, since the discretionary support levels for oats, barley, and 
grain sorghum have been customarily established in relation to the feed equivalent 
support price of corn, this would contribute to an increased speed of slide down 
and around the spiral to the disaster basement. 

(5) Loan levels for corn, and under the proposal for wheat, and the secondary 
feed grains would be under these circumstances not minimum floors but effec- 
tive ceilings. Probably nothing except war could raise wheat, corn, oats, barley, 
and grain surghum prices above the loan levels. 

(6) With parity prices of both corn and wheat scheduled to go on the “roll- 
back formula” of calculation by which market prices lower than parity serve tv 
lower parity itself, the downward spiral is further speeded up. 


IMPLICATIONS OF PROPOSED WHEAT PLAN TO COTTON, RICE, AND TOBACCO 


Wheat producers may have the help of feed grain producers to help them block 
enactment of the wheat two-price system because of its serious impact on prices 
of corn and other feed grains. Cotton, rice, and tobacco producers do not have a 
similar source of assistance if a two-price system is proposed for these com- 
modities, as it already has been for rice. 

Approximately 57 percent of United States rice, 39 percent of United States 
cotton, and 25 percent of United States tobacco were exported in 1951. The 
arguments advanced for a wheat two-price system to encourage exports could 
be said to apply equally well for cotton, rice, and tobacco. Producer to get high 
supported domestic price on domestic allotment and accept lower world price for 
exports. Peanuts, likewise, have a potentially large secondary market as edible 
oil. 

Foreign demand for United States-produced rice now seems to be wavering 
and rice marketing quotas are in effect. Both cotton and tobacco exports have 
already suffered and cotton has faced competition from increased production in 
other countries. 

If Congress should happen to think a two-price system a good solution for 
wheat, similar reasoning might well be urged with regard to cotton, peanuts, 
rice, tobacco and milk. 


HOW MUCH IS COTTON, WHEAT, CORN, PEANUTS AND RICE WORTH ? 


Consideration of the possible application of the proposed two-price system to 
wheat, tobacco, peanuts, cotton and rice also raises another, and in some ways 
a much more serious problem, looking down the road to try to sense public, 
political and consumer reaction. 

A basic feature of the proposed two-price system is that the entire supply of 
the commodity would move through the channels of trade up to the processor 
or exporter at the lower secondary price—$1.24 per bushel in the case of wheat. 
That is what wheat would be selling for, $1.24 is the figure the newspapers and 
market reports would show in the market quotations of the price of wheat. 
The secondary or lower price would very soon come to be accepted in the public 
mind as being “what a bushel of wheat is worth”. Some flour millers and 
bakers are already said to be contemplating a scheme of putting a circular in 
each sack or loaf, stating that American wheat is being sold so much a bushel 
cheaper to foreigners than to Americans. 

The same would be true with cotton, peanuts, tobacco, and rice. The secondary 
price, being the market price, would establish in the public mind the concept 
of the value of a bushel of wheat or a bale of cotton or a pound of tobacco or a 
hundredweight of rice. 
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Since the plan would require consumers to pay processors for products at the 
equivalent to market price plus the certificate production payment, public re- 
action would be: “We are being required to pay more for wheat, cotton, tobacco, 
and rice than they are worth.” 

Adverse public reaction would be the practically certain outcome. In fact, 
organized labor already opposes the two-price system as a “hidden bread tax.” 
And even if the initial proposal had a 94-cent per bushel limit on the certificate 
or production payment, the political pressure would rapidly mount to further 
restrict the “degree to which consumers have to pay more for wheat (or cotton, 
tobacco, or rice) than it is worth in the market.” The proposed differential 


between domestic food allotment price and the secondary market price would 
be progressively whittled down by Congress. 


Senator Scuorrret. Now, at the beginning I want to say that last 
week I received a telegram that was sent to me at my Topeka office. 
I believe it was May 10. 

I want to offer that telegram, which is signed by the board of direc- 
tors and officials of the Kansas Farmers Union. 

Let the record show that this is being offered at this point, to become 
a part of the record. 


(The telegram referred to follows :) 


Topeka, Kans., May 10, 1955. 
Senator ANDREW F. SCHOEPPEL, 


Senate Office Building, Washington, D. C. 

Last week’s house action to reenact high level supports on basic crops and 
milk is a clear-cut reflection of the concern of congressmen over the drastic 
curtailment of farm income and the continuing high level of farm living and 
production costs. 

Evidence is continuing to appear that farm production volume and oversupply 
cannot be managed by the reduction of farm price levels. The individual farmer’s 
only alternative in anticipation of lower commodity prices and inflexible high 
level production costs is to do a maximum job of production in the hope of 
maintaining his level of income. 

The fallacy of the theory that reduction of price will cut production in agri- 
eulture is readily apparent in the handling of the dairy problem during the 
past year. 

Price reductions given dairy farmers a year ago have served only to reduce 
the farmers’ income by millions of dollars. Consumers have received little or 
no reduction in retail prices. The processor has been the benefactor. .Addi- 
tionally our past year’s dairy production is the largest in history. Consumption 
has increased very little, and our dairy herd has been increased by one-half 


million cows. 


Unless the sliding scale the same pattern will undoubtedly unfold as regards 


wheat. The application of the sliding seale on this year’s crop may cause 
farmers to ditch marketing quotas and take the gamble on all-out production 
at a lower price in the hope of maintaining their level of income. 

Wheat production, unshackled by acreage controls and without price supports, 
will drive the price down and drag all farm prices with it as wheat is chan- 
nelled into feed use. The whole farm economy will rock to its foundations 
forcing thousands from the land. 

Farmers are willing to accept acreage controls in line with consumer demand 
provided price at near parity levels is assured. 

We insist farmers are entitled to fair and equitable prices. The full parity 
price concept for farm commodities has on many occasions attracted the en- 
dorsement of both major political parties as being fair and just. Supports at 
the 90 percent level are reasonable and justified when coupled with production 
controls. 

We wish to emphasize that full parity prices are “flexible” in that they rise 
and fall as items used in farm production rise and fall. 

Unless the flexible price-sliding scale program is abandoned and 90 percent 
supports reinstated thousands of Kansas farmers will suffer income losses from 
which they cannot recover. 

As the board of directors and as officers of the Kansas Farmers Union, it is 
our firm belief that Kansas farmers generally are in accord and heartiiy 
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applaud the action of 5 of their 6 Congressmen in voting for House Resolution 
No. 12 to restore 90 percent supports to the 6 basic crops and the increased 
level of support for the dairy industry. 

We appeal to you now to use your great influence to secure favorable action 
on the provisions of House Resolution No. 12 as passed by the House in the 
Senate Agriculture Committee and to bring the proposal before the full Senate 
at the earliest possible moment. We urge that you work and vote for reenact- 
ment of the 90 percent supports on basics and be counted among those realis 
tically advocating full parity of income for farmers. 

Respectfully submitted. 

Martin Byrne, president, Topeka, Kans.; Fred Meek, vice president, 
Idana, Kans.; George Reinhart, secretary, Parsons, Kans.; Lud 
Strand, board chairman, Brewster, Kans.; Ray Korte, board mem 
ber, Centralia, Kans. ; Cecil Jones, board member, Hanover, Kans. ; 
Alxin Katzenmeier, board member, Ellsworth, Kans. 


Senator SCHOEPPEL. You may proceed, sir, 


STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL 
FARMERS UNION, DENVER, COLO. 


Mr. Parron. Mr. Chairman, for the record, my name is James G. 
Patton. I am president of the National Farmers Union, and our na- 
tional headquarters is at Denver, Colo. 

The subject of your hearings is “desirable changes in existing price 
support policies.” We understand that you wanted to obtain our 
recommendation of changes that will correct defects, weaknesses, and 
inadequacies of existing policies. Such recommendations can only be 
made in terms of the extent and manner in which existing policies do 
not match up with our mature convictions of what fully adequate poli- 
cies should be. This we have done in this presentation of our views. 
I request that our comprehensive statement be inserted in the record 
at the end of my brief oral remarks. 

Now you have already done that, I believe. 

Senator Scuorrrer. Let the record show it has been heretofore in- 
serted. 

Mr. Parron. We are deeply convinced that the welfare of and 
justice to the farm families of America demands a well-rounded farm 
program, including activities of the type that have become known as 
price supports. This must be carried out by the Federal Govern 
ment to enable farm people to earn a full parity farm family income, 
as defined in the Agricultural Act of 1948. Not alone the welfare of 
and justice to farm families, but fully as important, attainment of 
maximum potential general welfare demands the effectuation of poli- 
cies that will insure full parity farm income. This, we are convinced, 
is not only necessary to economic health, it is, also a fully practical 
goal of Federal farm programs, including price supports. 

Full parity farm income is attainable in our time. Parity for 
farmers is neither an unrealistic dream nor an unattamable goal. It 
is ours to have, here and now, if we as a nation have but the will and 
the good sense and courage to embark upon the policies that will bring 
it about. 

Full parity farm income is a level below which, we are convinced, it 
is not in the broad national interest to allow farm family income to 
fall. 

It is, of course, obvious to any thinking person that farm families 
would prefer, and that they would benefit from full parity farm in 
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comes more than from a lower level of incomes, only one-half or two- 
thirds as great. Until recently we had thought that went without 
saying. The crucial question seemed in pre-Eisenhower days not 
whether farmers wanted or would benefit from better incomes but 
whether the general interest of the entire national society was suffi- 
ciently involved to warrant adoption of governmental policies and 
the making of governmental expenditures to carry out adequate farm 
income programs. Although the matter has been brought back into 
public question, there is no doubt in our minds that almost all farmers 
would prefer to have a Federal farm program that would enable them 
toearn higher incomes. To us this still goes without saying. 

As farmers we are deeply conscious that Federal farm policies can- 
not be patterned upon the needs and desires of farm peoplealone. The 
national interest is deeply involved. So deeply involved is the public 
interest that we are convinced that only those farm policies should be 
adopted that will contribute most to general public welfare. We be- 
lieve that full parity farm income is required for the national welfare 
for four major reasons: 

(1) Asa part of a total program to attain and maintain an expand- 
ing full employment economy. We do not believe that the Nation can 
maintain a prosperous economy long if farm incomes are allowed to 
retain depressed. Moreover, we are convinced from our studies that 
the governmental expenditures required to operate farm programs 
and other activities needed to maintain full employment represent not 
a cost to the national economy but a net profit in that total national 
gross product is increased by more than the costs involved. 

(2) As a necessary condition to preserving intact the farm produc- 
tive plant required to insure the future food and fiber supply of our 
growing population. 

(3) As the minimum required to preserve the family farm pattern 
of American agriculture as a bulwark of strength for democracy 
and free enterprise against the challenges of totalitarian state 
philosophies. 

(4) As a-source of spiritus il strength for the society as a whole 
which cannot attain its maximum potential if economic injustice is 
done to the farming or any other segment of the population. 

We have, therefore, given your committee a detailed statement of 
recommendations designed, we think, to provide the legislative basis 
for Federal governmental policies which we are convinced will pro- 
vide to farm families an adequate opportunity to earn full parity in- 
comes in a manner that will contribute the maximum to national wel- 
fare. Being fully convinced of the vital importance to national in- 
terest of full parity farm income, we have, Bierce. developed our 
policy recommendations in terms of a complete program that would 
distinctly encourage and enable a diligent farm family on an adequate 
family farm to earn a full parity American income. 

We are convinced the goal is good, both for farm families and for 
the Nation as a whole. Moreover, we have been most careful in the 
selection of recommended methods and means of attaining the goal. 
We have subjected each to a searching scrutiny from the general na- 
tional interest standpoint to be sure that the means selected will not 
only contribute to attainment of the goal of full parity farm income 
but will of itself also be consistent with additional considerations of 
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general national interest. Any phase of the total farm policy of gov- 
ernmental farm program that works a partial hardship or disad- 

vantage upon nonfarmers should not be adopted or continued even 
though it might make a narrow contribution toward higher farm in- 
comes and in that way a contribution to national welfare. Since pro- 
gram methods and policies are available that contribute both to parity 
farm income and do not detract in any way from any general national 
interest, these methods and policies should be selected. 

It is these we are recommending to you: 


EXPANDING FULL EMPLOYMENT ECONOMY 


The foundation of a national full parity. family farm-income pro- 


gram is the adoption and carrying out of national] policies, including 


the farm policies outlined herein, that will bring about and maintain 
for us an expanding full employment economy. Under existing con- 
ditions, such a situation would appear to be one where the rate of 
national economic growth approximates >» or 6 percent per year. 
According to our calculations such a rate of national economic growth 
would provide a solid basis for farm prosperity and would maintain 
a growth of effective consumer demand for farm products only a few 
percentage points short of the growing productive capacity of Amer- 
ican agriculture. 

When effective demand for farm products grows faster than farm 
productive power, farmers are in a relatively strong market bargain- 
ing position. But when farm productive capacity advances more 
ri apidly than effective demand, farmers find themselves, in the absence 
of Federal farm programs, in a weak and disadvantaged bargaining 
position in a Government protected privately administered price 
market from which they must buy and to which they must sell. 

Thus even with full employment, in norma! peacetime periods, farm 
prices and farm family incomes becomes progressively depressed year 
after year unless the Federal Government is called in to even up the 
situation. Not only do farm families fail to make progress toward 
the full parity income goal but the trend is in the wrong direction, 
| repeat, even in periods of full employment. To the extent that full 
employment is not maintained, the economic position of farmers is 
even more greatly disadvantaged. 


EXPAND DEMAND FOR FARM PRODUCTS 


Even in a national economy expanding fast enough to maintain full 
employment, the effective demand for farm products does not increase 
rapidly enough to even up the market bargaining power of farmers. 
This means that sufficient farm productive power exists to permit, and 
the economic needs of farmers require, the Federal Government to 
engage in special activities that will promote increased effective de- 
mand for United States farm commodities among low income and 
other needy people here at home and to promote educational systems 
and economic growth in other nations of the free world. Such pro- 
grams can also. help to take up some of the slack in effective demand 
brought on by any failure to maintain full employment. 

To implement this phase of the full parity program we urge adop- 
tion of the following proposals: 





LOS PRICE-SUPPORT PROGRAM 


Financing of free fluid milk for all school children in nonprofit 
schools, together with funds for local as well as State a National 
administration ; 

Expansion of Federal school-lunch program to all schools and 
creased Federal funds per child per day; 

Direct distribution to relief agencies and eleemosynary institutions 
under section 416 of the Agricultural Act of 1949, including authority 
to process commodities into usable forms; 

Enactment of the food stamp or national food allotment or certificate 
plans; 

Renewal of Reciprocal Trade Agreements Act; further customs 
simplification; expansion of authorizations of Agricultural Trade 
Development and Assistance Act; negotiation and establishment of 
an International Food and Raw Materials Reserve; additional inter- 
national commodity agreements, such as the Wheat Agreement; con 
tinuation of point 4 program on long-term operating basis. 


SUPPORT LEVEL AND METHODS 


It is true that adoption of the demand-expanding policies listed 
above in an expanding full employment economy would in general 
go a very long way toward maintaining prices received by farmers 
at between 90 and 100 percent of parity on the average. However, 
there would be fluctuations owing to variations in yields of different 
commodities, and, too, ups and downs in domestic demand and ex- 
ports of different commodities. To keep the system operating uni- 
formly and to be sure that a producers of a “bad luck” commodity 
are not unjustly penalized, a system of mandatory supports to the 
returns of producers on the fi sate farm production of all farm com- 
modities at 100 percent of parity should be enacted to be carried out 
by means of production payments used in effective combination with 
nonrecourse loans, purchase agreements, and Government purchases. 


KEEPING SUPPLIES IN BALANCE 


To be effective in sustained application and to retain the general 
public support required to maintain them, a universal system of 100 
percent of parity income supports for all farm commodities, or any 
other type of support program for that matter, would have to be used 
sparingly, not continuously. The total program should be designed 
so that price supports would be called into use on a general scale only 
when increasing unemployment and decreased effective consumer de- 
mand were Sleaphy evident and for individual commodities only while 
temporary or emergency maladjustments of supply and demand were 
being wor ked out. 

To the extent that small national recessions with small chronic 
excessive unemployment, such as we appear to have now, are allowed 
to develop and that the demand-expanding activities listed above are 
not undertaken in sufficient magnitude, farmers will need authority 
to make use of both the proposed conservation acreage reserve and of 
individual commodity marketing quotas to adjust the volume of sales, 
both in the aggregate and for individual commodities, to the volume 
that can be sold at 100 percent of parity prices received by farmers. 
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GAINS OVER EXISTING POLICLES 


Compared with existing price support and related policies, the full 
Pee family farm income program would provide in 1955: 

An unemployment percentage of 2.7 percent of the labor force 
odie of current 5 percent. 

Adequate nutrition for 7 million low-income consumers now 
subsisting on inadequate diets. 

3. United States consumers with incomes about $1,000 would be able 
to buy app roximate sly 7 c perce nt more food and fiber pro lucts at about 
the same total outlay, owing to partial substitution of production pay 
— for market diversion methods of price support. 

An additional $1 billion per year of United States produced farm 
omtetliiee would be used to stem the spread of “stomach commu- 
nism” by encouraging educational development and economic growth 
in other nations of free world. 

5. National farm gross income would be $40 billion instead of $33 
billion. 

6. National realized net income of farm operators would be $15.9 bil 
lion instead of $11.3 billion. 

Gross national product would be $400 billion instead of the 
expected $370 billion. 

8. Federal tax collections would be increased by about $5 billion. 

9. Federal expenditures would be increased by about $3 billion. 

10. Federal purchases, nonrecourse loans, and other acquisition of 
farm commodities would be reduced by at least $2 billion. 

11. Vast steps toward reducing the excess of farm resource drain 
over conservation land restoration would be underway. 

This completes my brief summary and recapitulation of the national 
full parity family farm income program that we recommend be sub- 
stituted for existing farm price supports and related policies. 

We deeply appreciate the courtesy and cooperation of the chairman 
which has allowed us to present our views on this important subject 
to the committee at this time in this manner. We shall continue to 
extend to the committee our full cooperation in connection with your 
efforts to bring about early enactment of needed improvements in 
existing farm price support policies. 

Senator Scuorepre.t. Now, Mr. Patton, in your statement here, which 
of course is made a part of the record, you take up this matter in much 
more detail than you have elaborated on here. 

Mr. Parron. Yes, sir, section by section. 

Senator Scnorpret. I see. Unfortunately I have not had the oppor- 
tunity to read it at this time. But I take it that that is all set forth, 
as you have indicated, in support ? 

Mr. Patron. Yessir, including tables and graphs and substantiating 
documentation. What we have tried to do here, Mr. Chairman, we 
have had this in process for quite a long time, is to present a compre- 
hensive full parity family farm program. The various bills that have 
been introduced by different senators and congressmen. 

I think there are 19 separate bills. 

You see, there is a substantial number here [indicating]; 2 or 3 on 
price support and others on all of the subjects that I covered. 

Senator Scnorpren. I see. 

64440—55—pt. 1 s 
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Mr. Parron. What we attempted to do here, is to express our sup- 
port for and show the relationship among the Humphrey price sup- 
port bill, the Mansfield price support bill, ‘the Kerr price support bill, 
and the stamp plan bill introduced by Senator Aiken and Senator 
Young and Senator Humphrey. 

There is the food certificate bill introduced by Senator Kerr and a 
substantial number of Senators on a bipartisan basis. Then there 
is the international food and raw materials reserve, which was intro- 
duced by Mr. Murray, and a rather large number of Senators. 

‘Then there is the World Food Bank which was introduced by Sena- 
tor Scott and Senator Murray. 

Then there is a conservation acreage reserve introduced by Mr. 
Humphrey. 

Also the adequate safety reserve. I don’t happen to have the Sen- 
ate copy. 

Senator Scrorrren. 8S. 3786. 

Mr. Parron. It has been introduced on both sides. 

Crop insurance by Mr. Kerr and Mr. Monroney and Mr. Hum- 
phrey. 

Then the yardstick credit bills, two of those. This yardstick credit 
bill was introduced by Senators Kerr and Humphrey 

Then the Family Farm Development Act loans, introduced by Sena- 
tors Sparkman and Kefauver. 

Loans for running water for farm homes is not as wide in scope but 
is a rather important bill on water facilities for the home introduced 
by Senator Kerr and Senator Monroe. 

Then the family farm policy resolution was introduced by 4 or 5 
Senators. 

What we have tried to do is give supporting analysis, statistics, 
and economic arguments in relation to these bills, because we feel, 
Senator, that there isn’t any single action that would do the job. 
The problem is too complex for one single bill. 

Senator Scnorrren. Well, thank you very much, Mr. Patton. 

Do you have anybody else that w vants to make any statement ¢ 

Mr. Joun A. Baker (assistant to Mr, Patton). Senator Schoeppel, 
our office just called and said that our real feeling slipped through 
on page 14 in a typographical error. 

Senator Scuorrret. Page 14? 

Mr. Baker. Yes. It reads “Bad Farm Program is Achilles Hell 
of Soviet System.” It should read “Bad Farm Program is Achilles 
Heel of Soviet System.” But I am somewhat inclined to leave it as 
it was mistyped. [Laughter. ] 

Senator Scuorpren. Well, that change will be made, then. 

Now I take it, of course, that in your prepared statement, which is 
in the record, it covers your "approach to the two-price system ¢ 

Mr. Parron. Yes, it does, Senator. As a matter of fact, we have 
an appendix here on the back. 

Senator Scnorrren.. Yes; I see. 

Mr. Parron. I would like to say to you, sir, that we wanted to pre- 
sent a constructive point of view and not be negative about someone 
else’s program. 

Senator Scnorprrt. I see. I know we will appreciate that, because 
as a result of these hearings, even though the record is going to be 
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rather voluminous, we will have all phases of this matter covered and 
all views presented. I know it will be most helpful. 

Now if there is nothing further from you gentlemen, I want to take 
this occasion to thank you for appearing here today. 

Mr. Parron. Thank you, sir. 

Senator Scuorpret. Now I understand the next witness is Mr. 
Newsom, master of ime National Grange. 

How are you, Mr. Newsom ¢ 

Mr, Newsom. How are you, Senator ¢ 

Senator Scnorpre.. Unfortunately, some of the other Senators on 
this committee are tied up in various and sundry ways. Some are in 
executive session. If I should leave, it is because of necessity, and not 
because it is not my wish to listen through. 

Mr. Newsom. We understand that, Senator. One of our major con- 
cerns in this problem is that you gentlemen, however well-intentioned 
you may be, you just can’t be but one place at a time, and you have got 
a workload here that obviously makes it completely impossible to give 
the kind of attention to particular agricultural subject matter that 
all of you would like to give. I am as much concerned about that as 
you are. 

Senator Scnorrren. It is most discouraging, I will say to you quite 
frankly. We are compelled by the scheduling of various matters, and 
the type of hearings which must be set in order to clear the agenda, 
to take this position. 

Mr. Newsom. That is exactly so. 

Senator Scuorrren. Now, Mr. Newsom, I notice that you have a 
prepared statement. Let the record show that your entire statement 
will be included in the record, and you may proceed in any way that 
you wish. In addition, if you have some other folks here, when you 
conclude your testimony, why, we will be glad to hear them. 

Mr. Newsom. Even ‘though you are the only member of the com- 
mittee present, * Senator, I assure you that we count you as a tremen- 
dously important member of this committee for various reasons, and 
particul: urly in this case, because we, as you would expect, are putting 
our major exh phiaais on what we regard as the two most important and 
most urgent problems within agriculture, and I think then I would 
be inclined to read this statement just as we have it. 

Senator ScHorrret. That is quite all right. I want you to feel free 
to approach it any way you want to. I think it is most important for 
you gentlemen to handle it the way you want. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, NATIONAL 
GRANGE 


Mr. Newsom. Mr. Chairman and members of the committee, the 
National Grange greatly appreciates your invitation to appear before 
this committee to discuss its views concerning the question of the 
methods and the levels of price support with particular reference to 
wheat and rice. 

The National Grange is highly pleased and wishes to commend this 
committee on its decision to hold hearings at this time to inquire into 
the feasibility of using the domestic certificate two-price program as a 
means of solving the problems confronting wheat and rice producers. 
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Now I put it that way advisedly, Mr. Chairman, because of the fact 
that it is just completely obvious that we are starting in a terrifically 
handicapped position. So we have just got to recognize that this 
problem has been a long time in its genesis, and we are going to be a 
good little bit longer time, I expect, than most of us would lke to be. 
So that is why I say that we are concerned in making a beginning to- 
ward a solution. We want to get under a program that will have us 
in a better position—not a worse position as the Secretary himself and 
a lot of his advisers have clearly indicated, they expect to be the case 
under the present program. 

The problems confronting producers of these commodities are so 
serious that it is imperative that we permit no further delay in our 
efforts to seek broad, new, effective and realistic remedies. 

Since the close of the war—which has been true after the close of all 
other wars in my lifetime and even yours, Senator, there has been a 
continuing debate in the Halls of Congress and elsewhere over the 
future of American agriculture and the type : and methods of price sup- 
ports which are to be used to assist farmers in stabilizing production 
and maintaining farm income. It has been the consistent position of 
the Grange that the issue is not as simple as the one that has been 
popularized in the public eye as simply a clash between advocates of 
high supports on the one hand, as against those urging flexible sup- 
ports from 75 to 90 percent of parity. 

As we see it, neither program will serve as a cure-all or meet the 
fundamental needs of each of the different commodities. The Grange 
has long advocated that an effective solution demands an abandon- 
ment of the policy of attempting to apply one program to all com- 
modities, and has urged the adoption of a commodity-by-commodity 
approach with such coordination between programs as will best serve 
all agriculture and the total national economy. 

We have constantly maintained, and we know that our point of view 

is gaining strength, that no single formula can possibly serve with 
intelligence to meet the needs and requirements of all commodities. 
We are firmly convinced that continued adherence to wartime price- 
support levels in all instances as a permanent or long-time program 
is not only expensive to all of us as American taxpayers but that it 
cannot effectively achieve or maintain agricultural prosperity. Con- 
tinued supports at this level as a permanent policy, particularly for 
those commodities which must depend upon substantial export markets 
for outlets, will do great damage to farmers by destroying their op- 
portunities to maintain or expand markets. 

On the other hand, we have no faith in the present flexible price- 
support program serving as an effective solution for the problems of 
wheat and rice. Stocks of these two agricultural commodities are at 
or near record levels and farmers have been forced to drastically cut 
back production. 

The matter of the continued decline in farm prices when indus- 
trial prices and wages remain high or continue to rise should be a 
matter of deep and serious concern to all interested in agriculture 
or in a sound and constructive balance for our national economy. 

I think it is very foolish to talk about a $5 billion income, if we 
are going to let farm income continue to decline at the rate it has 
in the past 2 years. I am not saying we could have prevented that 
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in its entirety, but I am saying that there is in some places a lack 
of sufficient concern about this direction of agricultural income to 
warrant any real confidence that we are going to attain national 
income level that some of our ablest economists have been talking 
about. I don’t believe we can ignore agriculture. I am not accus- 
ing any of you of ignoring agriculture, but I am afraid not enough 
consideration has been given to the portent of the agricultural decline 
in the terms of our total economy. 

To check this undesirable trend will require all the ingenuity of 
the best minds in agriculture. The decisions that must be made must 
not be characterized by either timidity or by unwillingness to try 
new programs or by a blind adherence to either rigid or flexible price- 
support formulas. 

We find ourselves, as you know, Senator, in rather a unique posi- 
tion here. We are in effect saying a plague on both your houses, to 
our contemporaries on either side of us, and we are conscious of 
what we are doing. But we are thoroughly convinced that we must 
continue to say just exactly that. 

We must analyze the problems and needs of the different commodi- 
ties and tailor our programs to meet the needs of the respective com- 
modities. 

The factors affecting a commodity like tobacco obviously differ 
greatly from the problems of other commodities. So much so, that 
those who were the strongest and most ardent advocates of flexible 
supports readily supported mandatory high-level supports and rigid 
production controls for tobacco. 

The problems of tobacco are not the same as those affecting cotton. 
Cotton must not only compete against foreign growths but it is also 
faced with extreme competition from synthetic fibers. Thus, for 
cotton while under some circumstances it may be possible to sustain 
price by controlling volume, it is quite another thing to maintain 
markets if the commodity is not, at all times, capable of being com- 
petitively priced in the market place by the private trade. 

I would like to emphasize this matter of private trade. I will 
get around to it a little more in detail as we go along. But we have 
a great deal more confidence in the justice and equity of private 
trading mechanisms and devices than we do on governmental trading 
and fixing prices according to grade, as some of our friends and for 
that part contemporaries are now even proposing for wheat. 

With only a small part of the total corn production being sold on 
the cash market, and most of it being marketed through livestock and 
poultry in the area where corn is produced, it has never been found 
feasible to attempt to control corn production through marketing 
quotas. Presumably in recognition of the unique factors affecting 
corn, corn was accorded individual treatment last year under the 
Agricultural Act of 1954, when the provisions which had thereto- 
fore been in effect providing for marketing quotas and penalties to 
duce, as you well know, within their acreage allotment and receive 
control corn production were repealed. Corngrowers may now pro- 
duce, as you.well know. within their acreage allotment and receive 
price support. Or they may forego price support and produce all the 
corn they care to without penalty. In being able to do this, corn 
farmers who do not stay within their allotment receive support indi- 
rectly from the umbrella effect of price support accorded to producers 
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of corn who do stay within their allotments as well as price support 
provided producers of other feed grains. 

Senator Scuorpret. Mr. Newsom, do you feel that that is a pretty 
good thing to try out ¢ 

Mr. Newsom. Yes, sir; I do. I certainly do. What I am trying 
to say, Senator, is that we have gone a lot farther toward a commodity- 
by-commodity approach than some of our contemporaries who con- 
demned this thing of designing a program for wheat and a program 
for rice that are specifically ‘tailored for those commodities. 

I say, we have gone farther in that direction than they realize, 
and that is what I am trying to point out here. I think the Congress 
was wise in this special modification in the program for corn here. 
That is exactly what I am trying to bring out and emphasize. 

We thoroughly agree with ‘the Se cretary of Agriculture that our 
two biggest program problems are currently wheat and rice, in that 
order. For the past 10 or 12 years, we have enjoyed an artificial export 
market in the sense that to a large degree our various military and 
foreign assistance programs have provided the funds which have 
financed over half our exports. If we are to continue to export wheat 
and rice in quantities commensurate with our capacity to produce, we 
must readjust our support programs for these two commodities. We 
must admit that under current programs we have established prices 
for our total production which are based upon the domestic use of 
these commodities for food. As a result, we have virtually priced 
ourselves out of the world market. We are forced either to pile up 
surpluses or subsidize exports by payments from the United States 
Treasury. Actually, we are doing both. 

Our weat-support prices for the last several years have been so far 
in excess of world prices, we have been compelled to pay export 
subsidies in amounts ranging from 50 to 78 cents per bushel, and 
notwithstanding the subsidy, we have continued to lose export markets. 

Now obviously, Senator Schoeppel, we were a little in error in 
recording these figures and the support subsidy payments that we 
have been making because it is unthinkable that the Secretary of 
Agriculture wouldn’t have the accurate and current figure. As you 
know, last Friday, out in Kansas, he used the figure that these sub- 
sidies have averaged 80 cents per bushel. I don’t recall whether he 
specified the period of time over which they have aggregated thai 
percentage. But I am glad to inject that here for the sake of accu- 
racy, that correction. 

Current estimated exports for wheat are at the lowest levels they 
have been since World War II. During this period, while the U nited 
States has been subsidizing exports and restricting production, other 
areas of the world have been inc reasing their wheat ac reages 

Senator ScnorpreL. Mr. Newsom, T am glad you are mentioning 
th: it right early in your statement here, because that is ex: actly—as you 
know much better than a lot of us who have to spread our efforts over 
too many things—know, that if that continues it means our export 
markets are going to continue to shrink. 

Mr. Newsom. Absolutely. We have been so strongly isolationist 
in this farm approach here that it is just plain pathetic, and our 
international friends feel exactly the same way about it. 

As you know, I was among those Americans who were in Africa 
just a year ago now, and it was completely obvious there that those 
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folks had lost some of their respect for us as the intelligent people 

that they used to think we were, because we have permitted ourselves 
to become nothing more than residual suppliers of wheat and cotton, 
our major export trade. We just sell cotton when the rest of the 
world is out of it. 

Senator Scnorrret. That was brought out on the series of hearings 
we had here on the cotton program. 

Mr. Newsom. Yes, sir. I am pleased with the development of 
constructive thinking on this cotton problem. It seems to me that 
that thinking has lagged a little behind. Maybe the compulsion 
hasn’t been as great as it has been among our wheat friends. 

This situation which confronts the American wheat farmer obvi 
ously cannot continue indefinitely. It has already continued far too 
long without any corrective steps being taken—and that is the thing 
I want to underline—and it may take years to overcome the damage 
which has already taken place. 

It is time we become realistic and come to grips with the issue. 
We must develop a system whereby farmers may receive for the 
products moving into domestic food channels prices which bear a fair 
relation to the things which farmers buy, and at the same time permit 
farmers to produce for the export market and compete at world prices 
in the market places of the world. Otherwise, the right to produce 
wheat for the world market and the United States share of the world 
market will continue to be shifted from the farmers of the United 
States to those of foreign countries. 

The 1955 wheat allotment was reduced to 55 million acres, the 
minimum provided by law. The 1956 allotment will be at the same 
level. This compares with a 1954 allotment of 62 million acres, and 
a 1953 acreage of 78 million acres. The Secretary of Agriculture has 
publicly stated that with record wheat supplies on hand, the acreage 
allotment, were it not for the statutory minimum, would be only 19 
million acres. 

Frankly, Senator, I don’t believe we have the right to deny the 
world the be nefits of American efficiency in wheat and other normal 
agricultural exports, and yet that is what we have been doing. 

I know that you understand these figures, but I still want to re- 
view them here, as outlined above. 

Now there are very few people in the country who can foretell the 
portent. of that better than a Senator from a State which produces 
most of our United States wheat. So I certainly don’t have to dwell 
on that one since you are the only member of the committee here. But 
I think it is a thing we all do need vigorously to understand. This 
is a dismal picture which the Secretary of Agriculture paints for 
wheat farmers. 

It must have been extremely discouraging to the farmers of the 
great wheat-producing areas of the country when representatives of 
the Department of Agriculture in testimony before the House Com- 
mittee on Agric ulture indicated that the Department my not contem- 
plate making any further major recommendations for farm legisla- 
tion to this session of Congress. 

It was indicated that the Department intends to rely principally 
upon flexible price supports ranging from 75 to 90 percent, of parity. 
We in the Grange do not think that such flexible price supports even 
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begin to solve the problems of wheat or rice. Actually there will be 
little fle ‘xibility under such a program. The support level for wheat 
will more nearly approximate rigid supports (or perhaps we should 
say ceilings) at 75 percent of parity, since there 1s little likelihood 
that there can be anything but a downward flex to the minimum. 
With a 75 percent price support level for wheat, we will have accom- 
plished nothing but a further reduction in farm income, and perhaps 
a little saving in the export subsidy. Little increased consumption 
will have been obtained, and it will be necessar y to keep in effect all the 
controls that are presently in effect, including the holding of wheat 
acreage to minimum levels. 

The Grange is convinced that there is a better and more sensible 
approach to a program for these natural export crops. We, of course, 
refer to the domestic certificate program, as embodied now in the 
measures of this committee. 

We have already moved much further toward a commodity-by-com- 
modity approach than many of us may realize. We venture to pre- 
dict that further moves in this direction are inevitable as the most 
effective way of meeting agriculture’s complex problems. The Sec- 
retary of Agriculture, in testimony presented before the House Com- 
mittee on Agriculture, readily embraced the commodity-by-commodity 
concept in connection with sugar, wool, tobacco, and corn. Recent 
bills introduced point to the need for a more specialized program de- 
signed to meet the peculiar needs of cotton. 

I have already indicated that trend, a moment ago, however. 

Why should there, then, be any reluctance to develop and use a 
program designed to meet the unique needs of wheat and rice. The 
problems affecting these commodities lend themselves to solution 
through the use of the two-price domestic certificate technique because 
they are capable of being produced, are being produced, and neces- 
sarily must be produced on an export basis if we are to avoid the cuts 
so severe that no one wishes to talk about them. 

It certainly doesn’t make any sense, if we are primarily concerned 
about equitable i income levels for farmers to talk about anything like 
a reduction in wheat acreage to 19 million acres. 

Prices in the world market for wheat and rice are well below the 
domestic price levels, and assuming the continued absence of inter- 
national conflict and all its consequences—which is a circumstance 
under which we have been living for 40 vears, that is one of our main 
problems—this is the first time in 40 long years that we have had 
freedom from the immediate effects of military in which we have been 
involved. Assuming they are going to be able to stay out of military 
involvment here, then these prices will continue below domestic levels. 

Senator Scuorrrer. Senator Hickenlooper, Mr. Newsom of the 
Grange is starting on page 6 of his prepared statement. 

Mr. Newsom. It is essential, therefore, that programs be developed 
that will permit American farmers to gain access to the markets of 
the world on a competitive basis without costly Government subsidies 
and the cumbersome marketing restrictions which necessarily accom- 
pany such subsidies. Increased exports and expansion of markets 
are the only hope for wheat and rice producers 

It should be completely apparent in the whole presentation here, 
Mr. Chairman and Senator Hickenlooper, that the thing we are ac- 
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tually seeking is the removal of government from a complete domina- 
tion of the market. Actually government has become more than the 
alternate market now. It is the major ultimate market for wheat 
producers, and rapidly getting to be exactly that for rice too. The 
evils of that thing are clearly demonstrated by “ actual happen- 
stance with which you may have become familiar, but I want to recite 
it to you now because of its real significance in this thing as we are 
talking about it now. 

My ‘good friend, Dean Reed, director of extension of Purdue, was 
in the group that visited South America just a little over a year ago. 
In talking with Ambassador Kemper onra there, he uncovered this 
significant story, wherein Brazil had been seeking for a good long 
while—several weeks—to buy some wheat from Argentina without 
success. 

They finally decided they had better buy wheat from the United 
States. They understood we had some. Apparently we couldn’t 
sell it to them, but that is getting ahead of the story. They placed 
an order for 300,000 bushels—no, 300,000 tons. Whatisthat? About 
10 million bushels, I guess, 

Ninety days later—3 months later—they called Ambasador Kemper 
in and they said, “Are you going to deliver this wheat? We have to 
have some wheat.” 

Kemper said, “Well, I tell you, we found out that there are about 
8"—there are 12 agencies in all, I forget the actual division- 
“there are about 8 United States agencies we have to deal with here; 
we have to get Commodity Credit Corporation to completely revise 
their subsidy here in light of the current market, and they have had to 
revise it 3 times during this negotiation here that has been taking 
place, we have got to deal, because there is some barter involved here, 
with Strategic Defense Materials; we have to deal with the Depart- 
ment of Defense, this, that, and the other departments, then we have 
to deal with the International Bank and two other international agen- 
cies. I think we are making progress, if you can give us another 
30 days.’ 

Well, they said, “We have got to have some wheat. You go ahead 
and deliver the 100,000 tons “if you can. We are going to buy the 
200,000 tons in Canada.” 

Within 48 hours, Ambassador Kemper tells us, Canada was ship- 
ping that wheat. 

Now that is the kind of crazy business—I apologize for the term, 
but that is the kind of interference with selling that we are bound to 
have when we have the Government completely dominating the mar- 
ket. We could give you other illustrations of that. That, I think, 
is completely authenticated. We have talked to Dean Reed about it, 
and we have implicit confidence in Harry Reed, as I am sure you do. 

Senator Scuorrrrn. Mr. Newsom, I will say that the hearings that 
were held here by the Ellender subecommittee—that is the subcom- 
mittee appointed by Senator Ellender, headed by Senator Eastland— 
brought out from some of the various departments a rather shocking, 
from my way of looking at it, and deplorable situation. They lag 
because of the apparent desire of one department to have prec -edence 
over the other, and it doesn’t lend itself to us receiving very much 
confidence. I know the very thing you are mentioning has hi appened, 
and it is regrettable. It should be straightened up. 
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We are put at a serious disadvantage, and the farmer, with this 
surplus that we have on hand, is suffering as a result. 

Mr. Newsom. We may as well be realistic. As long as we have Gov- 
ernment completely in control of this marketing, and especially in 
contro] of this exporting, we are just going to be lagging behind, that 
is all. There isn’t any sensible alternative in my opinion, than to get 
Government out of this market as we are proposing to do. 

The alternatives under the existing program which are not satis- 
factory alternatives, are further cuts in production, continuation of 
Government export subsidies and further declines in farm income. 
An effective program for wheat and rice must also enable producers 
to gain access to these expanded outlets without sacrificing a fair re- 
turn on the wheat and rice which is consumed domestically as human 
food. 

We have some basic hesitancy about making that statement exactly 
that way. But to fail to make it in the face of the protective mecha- 
nisms that are just saturating this whole economy of ours, it is just 
completely unrealistic, Mr. Chairman. 

It is our view that the two-price certificate program is the most 
feasible method of accomplishing these results which are: admittedly 
desired. 

As we have indicated, flexible price-support provisions of existing 
law must be rejected as being all-adapted to wheat and rice. The 
effectiveness of present flexible price supports depends upon the ex- 
tent it offers producers the opportunity of stabilizing their incomes 
either by high unit returns at the expense of volume of production or 
by expanding production at the expense of unit returns. 

That is all there is in the flexible program, and it isn’t acceptable. 

While the principle of flexibility embodied in the existing law may 
be effective with respect to those crops concerning which the produc- 
tion, as well as consumption, are responsive to changing price levels, 
it is wholly inapplicable to wheat and rice since the ‘domestic market 
for wheat and rice as food is almost wholly inelastic relative to price 

Likewise, we are not convinced that a continuation of the 90- -percent 
program is sand as a permanent or long-time program. The 90-per- 
cent program is predicated on the objective of reducing supplies to a 
level at which they can be moved into consumption at 90 percent. of 
parity. Such a program completely ignores and fails to recognize that 
potential market outlets for wheat and rice at 90 percent of parity are 
limited to domestic outlets for food. Thus, to be effective, it would be 
necessary to cut back wheat production to about 500 million bushels, 
the amount needed for domestic food consumption or to lose markets 
and continue to engage in large and costly Government subsidization 
programs to prov ide artificial export outlets for the wheat which can- 
not be moved at support prices. 

The self-financing, domestic certificate two-price program, which 
has the strong support of the National Grange, the National Associa- 
tion of Wheat Growers, and wheat farmers generally, offers the means 
of resolving the problems and difficulties attendant to programs which 
support wheat prices at uneconomic levels for certain uses without 
sacrificing reasonable income protection for farmers. This will be 
accomplished by a system of marketing designed to (1) provide pro- 
ducers 100 percent of parity prices for the portion of the United States 
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wheat crop marketed domestically for food uses, and (2) permit the 
unrestricted movement at free market prices of all wheat through all 
channels of trade and all stages of marketing from the farm le vel to 
the miller or exporter. 

Under this proposal, consumers would continue to pay in the market 
place, as they do now, only a fair price for the wheat consumed as food, 
but unlike the present program, there would be no necessity of the 
consumers as taxpayers making a second payment in the form of taxes 
as is now the case to obtain export outlets. 

The economic principle upon which the two-price domestic certifi- 
cate program is based is similar to that followed by industry of pricing 
according to market outlets or uses for the commodity. Under the 
domestic certificate marketing program, wheat marketed domestically 
as food for which demand is highly inelastic would return to pro- 
ducers a fair return for the food use. The export market and non- 
food uses for which demand is relatively elastic and which in all 
probability could be increased would return to producers the price 
which wheat could demand in the market for such uses. Total re- 
turns to wheat producers, therefore, could be substantially increased 
above returns which could be obtained from disposing of the entire 
crop at free market prices without price supports, under the flexible 
program of existing law or, in the long run, above the returns which 
would be realized by producers under a program of high level sup- 
ports coupled with rigid production controls. 

Under the two-price domestic certificate program incorporated 
S. ee 1770 now before this committee : 

The Secretary of Agriculture would determine each year prior to 
be beginning of the wheat mi arketing year the portion of the wheat 
crop estimated to be used domestic: ally for food and proclaim such 
portion as the “domestic food quota” for wheat. The domestic food 
quota, so proclaimed, would be apportioned among the States and 
counties on the basis of production history, adjusted for abnormal 
weather conditions, and for trends in production. 

The county allotments would be distributed to the individual farms 
by the same method as presently used for establishing farm wheat 
acreage allotments. Thus, each producer would share in the domestic 
food quota (for which returns at full parity are to be assured) in the 
same ratio as his normal wheat production holds to the national pro- 
duction. Marketing certificates would be issued to each wheat-pro- 
dueing farm, covering a specified amount of wheat equal to the do- 
mestic food quota for such farm as determined by the county com- 
mittee in the apportionment of the county domestic food quota among 
the farms within the county. 

(2) The value of each marketing certificate, determined and pro- 
claimed by the Secretary prior to the marketing year, would be the 
difference between the estimated parity price and the estimated na- 
tional average farm price of wheat. The marketing certificates would 
in effect. be negotiable drafts on the Commodity Credit Corporation. 
They could be issued to farmers ahead of harvest time, thereby help- 
ing them to finance farm operations during the high-expense season. 

Since the number of marketing certificates allotted to each wheat 
grower would be unaffected by his actual wheat production, for that 
particular year, the certificates could also serve to some extent as 
insurance against low crop yields. The fact that the value of the 








120 PRICE-SUPPORT PROGRAM 


certificates would be based on average annual prices would provide 
strong economic incentives for the production of premium quality 
wheat and for more efficient marketing methods and practices, by 
which better than average prices could be obtained. 

This in itself would cure one of the most obvious evils present in 
both the high level or flexible support programs. Under either of 
these methods of support—where the support level virtually becomes 
the market price—there is no incentive for the producer to produce 
high quality products. Continuation of price support under either of 
these methods is certain to force the adoption of more and more 
controls in an effort to force producers to produce the qualities of 
comunodities needed or to deprive them of price support. 

We believe that the best method ever devised to assure production 
of the qualities needed or wanted in the market place is through the 
application of price. The domestic certificate method of support is 
the only method which provides incentive through increased price to 
producers to produce the kinds and qualities of commodities desired 
by buyers. 

Senator Scuorrprpet. Now, Mr. Newsom, I regret that I have to be 
at this 11 o’clock executive session, and I will have to turn this over 
to you, Senator Thye, to continue on with here. 

Senator Taye. Senator Hickenlooper has been here longer than I. 

Senator Hickentooper. I just arrived. 

Senator ScHorrre.. Off the record for a minute. 

( Discussion off the record.) 

Mr. Newsom. Senator, 1 want to make one comment. Even if the 
marketing quota referendum is approved, it is completely obvious that 
we are going to be in a worse situation than we are now. The only 
thing it may do if quotas are approved is that there will be a little 
less immediate compulsion to do something «bout wheat for the sake 
of the rest of the total agricultural economy. So the situation is just 
as imperat ive, either way the vote goes. 

Senator Scuorrren. That is r ight. 

Senator Tarr. While you are discussing that very question, Mr. 
Newsom, you contend that unless you have the two-price system you 
are still going to have your problem, because you are not going to be 
compet itive in the international field ? 

Mr. Newsom. That is exactly right. 

Senator Tuyr. We have today the highest economy that this Nation 
has ever been privileged to enjoy. Pick up any financial sheet vou 
wish and you see high profits for businesses, whether they be cor- 
porations or indi idual business enterprises and you see full employ- 
ment in a peacetime era above what we had anticipated. Yet we have 
an agricultural economy that is softening. It is weakening. I don’t 
believe that anyone would challenge that statement of mine right now. 

Mr. Newsom. I am sure they can’t. They just can’t challenge it. 

Senator Ture. No. I checked that statistically yesterday because 
of these hearings here, and I find the agricultural economy weaker 
today than it was last Fall, and you do not challenge that statement / 

Mr. Newsom. No,sir. That isan accurate statement of fact. 

Senator Trryr. Yes. And in view of your high national incomes 
and your employment, vour Sete power of the worker is the best 
that you have ever had it, and yet you have a drag on your agricultural 
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economy. That means that you are only g¢ ing to expand your sales 
through international channels, because it isn’t a lack of buying ability 
on the part of the consuming public of this Nation. If you can expand, 
you have got to do it on the basis that your product is competitive 
in the world market, and it can’t be competitive when your economy 
here is on a much higher level than the economy of the nations else- 
where in the world. 

Therefore, we come back, and whether we like the two-price system 
or whether we don’t, we are either going to have to go on the basis 
of subsidy to supplement the price to the farmer in — ‘r to give him 


fair return for his efforts in the economy of this Nation, or other- 
wise we are going to have to give hima price for that which is domes- 
tically cons sumed on a par with the Nation’s economy. If you do that 


you are going to have another price for that which goes into export. 

Mr. Newsom. I agree with you thoroughly, Senator. There are some 
implications here that I don’t like. But we have just got to be realistie. 
We can’t even isolate ourselves from the rest of the American economy 
as effectively as we have tried to isolate the American market from 
the world market. It just doesn’t do anything except get us deeper 
and deeper into trouble. 

I have some figures here on the subject matter that you brought up, 
that are in my opinion highly significant in view of one of the written 
remarks I happened to observe in a previous testimony here. I think 
it wasn’t actually read. That particular remark to which I make 
reference, is the kind of misleading sort of criticism that I think is 
not carefully considered. It suggested that in the event we had a 
two-price program, as they call it—and fr: ankly I don’t like that, that 
is a term of our contemporaries, but we call our program the wheat 
certificate program, because we think it more accurately describes the 
whole thing. This two-price evolution has been long, as you know 
full well, and there have been prejudices developed against various 
attempts at effecting a two-price program, that are a bit of a handicap 
toany change in the program. 

But the point that I am making is that one of these witnesses had 
the statement in there that some processors have even considered put- 
ting a little slip of paper in the bag of flour saying that “you are hereby 
as a consumer being compelled to pay a higher price for this flour than 
the Russian consumer or some other foreion consumer.” 

Of course that is the illustration they quite often use for emotional 
reasons. 

Now let’s look at the figures on that thing for a minute. The average 
price of a loaf of bread in the United States in 1954 was 17.2 cents. 
The farm value of wheat that went into this loaf of bread was only 
7 cents per loaf. 

In 1954 farmers received on the average about $2.10 a bushel for 
wheat. 

The point that I am making is, that if we had the certificate program 
in operation, and that portion of the wheat that goes into a loaf of 
bread was increased to give the farmer parity, it would only mean that 
that increased cost of the flour that goes into that presently priced 
17.2 loaf of bread will be thirty-two one-hundredths of a cent, for 
which amount we are relieving those same consumers, who are likewise 
taxpayers, whether they are all conscious of it or not, of the storage cost 


) 


122 PRICE-SUPPORT PROGRAM 
that we have heard a great deal about, and the export subsidy cost 
which the Secretary said last week was averaging 80 cents a bushel 
and all that sort of thing. I just would welcome an opportunity to 
sit as dispassionately as we might around the table with any members 
of this committee or any other group that have that kind of what | 
consider ill-advised questions or criticisms, of this program. 

I think we could iron it out if we could ever get ourselves to be still 
in the same room at the same table long enough. If there can’t be 
agreement reached then, there is something the matter with our logic. 

Senator Tuysr (presiding). You have two of us here right now. 
You can go to work on us. 

Mr. Newsom. (3) To insure orderly farm marketing of wheat and 
to carry out any international commitments and to protect producers 
of feed grains against fear of competition of wheat for feed, the Sec- 
retary of Agric ulture would be authorized to provide loans to wheat 
producers at a level taking into consideration the feed value of wheat 
relative to corn and any ‘international commitments, with respect. to 
which the United States may be a party. 

Now I produce a whole lot more corn than wheat, Senator. I am 
not fool enough to think it is reasonable for my corn to be everlastingly 
free from competition from wheat as a feed grain, as it at the present 
time. 

Senator Tuyr. Nor the barley. 

Mr. Newsom. No. I fed some wheat in my farm experience, and 
I expect to doso again. 

Senator Tuyr. Barley and wheat can be supplemented to a great 
extent with corn in order to relieve what you might term the feed 
burden upon the corn, if you find it profitable to feed wheat or profit- 
able to feed barley. 

Mr. Newsom. That situation is exactly why we would authorize 
the Secretary to provide loans to wheat producers perhaps—this is 
sort of a stop-loss level, you will see—“taking into consideration the 
feed value of wheat relative to corn and any international commit- 
ments, with respect to which the United States may be a party.” 

(4) Persons making first sales or importations of any food product 
manufactured wholly or in part from wheat would be required to 
purchase marketing certificates equivalent to the quantity of wheat 
used in the product imported. No certificates would be required to 
be at pe on wheat processed for export. Upon the exportation 
of any product wholly or partly manufactured from wheat with re- 
spect to which marketing certificates had been purchased, the Secre- 
tary would reimburse the exporter an amount equal to the price of 
such certificates. 

Now I don’t suppose we need to further expand on that. But I 
would like to point out that with your Government, and mine, in pos- 
session of a billion bushels of wheat, we have just got to recognize we 
are going to start with that kind of a situation. We can’t 
start from an idealistic situation. If we could, this program would 
work and work beautifully without any other supporting measures. 

As I have said 2 or 3 times before, we are not even going in the 
direction of a reasonable circumstance under the present program. 

I don’t suppose the committee’s time will permit us to go into too 
many of the details here, but let us point out that on the basis of our 
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experience in the past. several years on this, we have been able to work 
out in cooperation with millers an administrative approach to the han 
dling of this thing so that it is easily workable without tying up a lot 
of their capital. 

Good morning, Senators, both of you. 

Senator AnpEeRs@@. Good morning. 

Senator Munpr. Good morning, sir. 

Mr. Newsom. (5) The cost of the marketing certificates, added 
the cost of the wheat purchased at free market prices, would equalize 
the difference between market prices and parity. Thus, domestic con 
sumers of flour, bread, and other wheat food produc ts would, under 
the operation of the plan, pay no more for the wheat than is intended 
under the operation of present programs, the objective of which is 
also the attainment and maintenance of parity prices to producers. 
However, all wheat would move freely at market prices in all chan 
nels of trade. 

It is just impossible to overemphasize the fundamental fact, that 
whenever we have our Government, even our Government or any gov- 
ernment, controlling a major portion of the available supply, we are 
not going to have the kind of flexibility in trading that will permit 
market expansion. That is just as simple as it can be. 

What are the objections to the use of the domestic certificate plan ? 

The principal opposition against the program for wheat has come 
from the Corn Belt farm spokesmen on the erroneous claim that the 
program would increase wheat production, dump wheat on the feed 
market, and thereby increase the total supply of feed available, which 
would in turn cause increased corn surpluses and lower corn prices. 
This opposition is not well founded. Actually, a detailed analysis 
of decreases and increases in wheat acreages for the past 25 years 
shows clearly that an equal offsetting change in total feed grain acre- 
ages has taken place when major changes in wheat acreages have 
occurred. And since these other feed grains produce more corn- 
equivalent-feed per acre than wheat does, less feed would be produced 
than if feed crops had been grown instead of wheat. In other words, 
the balance between wheat and alternative feeds is so closely related 
that increases in wheat acreage actually cause decreases in feed sup- 
plies and vice versa. An acre of wheat substituted for an acre of feed 
grain actually reduces total feed supplies even if all the increased 
wheat produced therefrom went into feed. 

If corn producers wish to reduce surplus feed supplies they would 
be well advised to advocate and support a two-price program for 
wheat rather than oppose it. 

Senator Anperson. You say at the top of the page a detailed analy- 
sis of decreases and increases in wheat acreages for the past 25 years 
shows clearly that an equal offsetting change in total feed grain acre- 
ages has taken place, and so forth. Would that be the important 
thing. the yardstick, or would the price of wheat be the important 
thing? 

In order to know what a two-price system would do you would 
have to look at the prices of wheat and not at the acreage, wouldn’t 
you ¢ 

Mr. Newsom. Your available ac — is a pretty constant qui intity, 
as nobody knows better than you do, I am sure. 
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Senator Anprerson. But I am just trying to say that when you 
start to figure the drop of the price of wheat in the market place, 
because of the use of certificates, the only way you could tell what 
effect it would have on corn would be to look at what had happened 
when wheat prices dropped. You couldn’t tell by looking at acreages. 

Mr. Newsom. | think you have to take both into account, obviously. 

Senator ANpDeRSON. | agree with you there is something very sub- 
stantial in the point that increase in wheat has resulted in decrease 
in other—— 

Mr. Newsom. In total, yes. Just as sure as the world. It is the 
maximum flexibility to exercise my own judgment as a farmer that 
I am striving for here. I will make the decision, all things considered, 
that is best for me and best for the total economy, if I have the 
privilege of doing it. i 

The proposed domestic certificate program would also authorize 
the Secretary of Agriculture to establish price supports for total 
wheat production at levels from zero to 90 percent of parity, taking 
into consideration the support price of corn and other feed grains, 
thus corn producers have the additional protection of law against 
their unfounded fears of competitive injury. 

Let me emphasize that if it were not for this stock that is in 
the hands of Government and otherwise here in this country, we 
wouldn’t have to put this kind of a complicating factor in here. 
But we have got those stocks and it is just foolishness to close our 
eyes to them. 

Senator Munpr. While we have them, I can understand why you 
would have this proposal to establish price supports down as low 
as zero; but assuming there comes a time when we don’t have them, 
because we might want to have an incentive to raise them at some 
time and put it far above a hundred percent, it seems to me it would 
look a little better anyway to give the Secretary the right to make it 
« hundred or a 90 percent as the top. 

Mr. Newsom. Frankly, I don’t know that I have any strong feeling 
in that, Senator. 

Senator Munpr. Obviously he wouldn’t make it a hundred if we were 
having an oversupply. But if it should come to a short supply, that 
would be an incentive and it would look a lot better, than assume 90 
percent is all of the equity that the wheat farmer should ever receive. 

Mr. Newsom. Well, I am not prepared to make any meaningful 
comment on that one. I don’t know as it matters to me. 

It must also be recognized that the comparatively high returns 
that producers of wheat would receive under the plan for wheat con- 
sumed domestically as human food are derived from the consumers 
of wheat and not from the taxpayers. These increased returns are 
possible because wheat products are capable of being sold in the 
market place to consumers for prices sufficient to give wheat _pro- 
ducers a fair return for the wheat contained therein. It is difficult, 
therefore, for us to see how corn producers can complain because 
wheat producers have devised a plan to obtain from customers or 
consumers of wheat a fair return (parity) for wheat consumed as 
food in the United States. 

There are in reality two markets for wheat—one for domestic food 
use and the other for feed and exports. We like to link the latter 
2. of course, in 1. It would be most unfair to compel wheat pro- 
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dlucers to sacrifice the domestic food market and compel them to sell 
wheat for food for the price of feed or at world price levels as will 
be the case under either the flexible or rigid system of supports, 
unless the support level is fixed at the domestic food price level and 
taxpayers are required to pay out heavy costs for subsidizing exports 
or for piling up and storing surpluses, as is presently the case. 

The same spokesmen who place reliance on the present program 
of flexible price supports have also attempted to conjure up the 
proposition that the domestic certificate plan would in some way 
result in dumping wheat in the world market and thereby offend 
our international friends who would in turn engage in some form 
of retaliation. Arguments of this character actually show the extent 
to which opponents go to try to find some argument against the 
certificate program. ‘Thus, they resort to the use of the ugly word 
“dump” in an effort to stir up unwarranted fears. a 

In the first place, the domestic certificate program which enables 
American farmers to obtain from American consumers a fair price 
for the wheat purchased and consumed in the United States as food, 
can in no way constitute dumping. In no sense are exports or feed 
being subsidized by the Government, as is now the case. The use of 
the domestic certificate program actually will provide the means for 
the eventual elimination of the program of “dumping” which is cur- 
rently going on and which is inherent in either the flexible- or rigid- 
support program. So long as that is applied on a strictly horizontal 
across-the-board way, both of which require millions of dollars of 
taxpayers’ moneys every year to subsidize American wheat into the 
export markets of the world. In this connection, it is important to 
point out that Canadian wheat growers and farm leaders have re- 
peatedly indicated a preference for the opportunity to compete for 
the world market with American farmers on a competitive basis 
instead of having to compete with the Treasury of the United States 
via export subsidies. 

Apparently, well knowing that their former arguments have been 
found wanting and without merit, those who oppose the domestic 
certificate program for wheat have recently resorted to attempts even 
to pit wheat farmer against wheat farmer and rice producer against 
rice producer by attempting to create fears in their minds that some- 
how the domestic certificate program would be unfair between pro- 
ducers by saying that “marketing certificates would be distributed 
among farmers on the basis of their historical production, without re- 
gard to whether they have been producing for domestic consumption 
or for export and feed.” 

Where have these “paragons of fairness” been all of these years? 
The proposed method of distribution of the domestic food quota is the 
same method that has been used for the past fifteen-odd years, and 
which is now being used to distribute the national wheat allotment 
among farmers. We do not say that this system is perfect or that it 
may not be improved, but the argument that when it is used with the 
domestic certificate program it somehow becomes unfair is not very 
convincing. Actually, the flexible price program, which has been so 
stoutly defended by the opponents of the domestic certificate program, 
as well as the rigid price support program, encourages the production 
of qualities of wheat which are not desired, since producers of low 
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quality wheat fare just the same as producers of high quality wheat. 
As heretofore indicated, the domestic certificate program is self-com- 
pensating in this respect, since it would provide strong incentives to 
wheat growers to produce and sell the quality of wheat for which the 
market manifests demand, measured in price differentials. 

Under the two-price domestic certificate program : 

(1) Returns to farmers would be as large or larger than under any 
of the other programs in effect or under consideration. 

(2) Production controls would be greatly minimized and eventually 
eliminated. 

Some of you gentlemen know our good friend, Bill Parker. A year 
ago last February, in the National Farmers Institute out at Des 
Moines, Bill Parker had a statement to make that I think should sober 
up every one of us here in this country, when he said that, “As a 
Western Canadian wheat farmer I submit to you that I must ’be pre- 
pared to compete in the markets of the world with the most efficient 
wheat farmers anywhere in the world or get out of the wheat business : 
but I likewise submit to you that it is unfair for me as an individual 
Western Canadian, to compete with the American taxpayer as repre- 
sented through the Treasury of the United States Government.” 

Now that is exactly what we are forcing Bill Parker to do under the 
present program, again using the figures “used by the Secretary out im 
Kansas last Friday, to the tune of 80 cents a bushel, and the only 
alternative or the only modification in that export subsidy or dumping 
program that is possible under either of the alternative programs be- 
fore this group, is the amount of the subsidy. 

Senator Ture. If t may interrupt just momentarily, have you made 
a study of what the Canadian producer is receiving on an average, or 
has received in the past 3 or 4 or even 5 years on an average ! 

Mr. Newsom. Yes, we have, Senator. I confess to you I don’t have 
the figures readily available. We can supply them to you. As a 
matter of fact, we have been having joint meetings with them. 

Senator Tryr. Roughly, can you venture a sort of a guess as to 
how close have they come to what our producers in the United States 
have received under the so-called 90 percent mandatory exports? 

Mr. Newsom. They have come awful close to the differential be- 
tween this 80 percent average subsidy we are paying, and our average 
farm price here, because as you know full well, 96 percent of the total 
world’s wheat crop in 1954 was under some governmental control or 
price-support program. The Foreign Agric ultural Service recently 
issued a bulletin that I think is very important now. I don’t recall 
the exact figures, but I believe it is a total of 6% billion bushels pro- 
duced in the world, of that amount 64%, billion bushels moved under 
some governmental sort of program. 

(3) Farmers would be free to produce and compete for the world 
market without Government subsidy. 

(4) The heavy costs of current programs to the taxpayer would be 
greatly reduced and eventually eliminated. 

(5) Government activity in buying, warehousing, and selling wheat 
in competition with private enterprise would be reduced and even- 
tually eliminated, thereby resulting in further savings to the tax- 
paver. 

(6) Greater efficiency in farming would be obtained by better 
farming practices developed. 
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(7) Producers of livestock and poultry wherever situated would be 
able to produce wheat for feed or buy wheat for feed at feed prices 
not at food prices. 

(8) Consumption of wheat could be expanded through increased ex- 
ports, new outlets and new uses through sales at competitive worl 
prices. 

We think it should be entirely clear that any realistic price sup 
port program for wheat or rice must provide an effective way for 
the commodities to be competitive in world markets, otherwise we will 
progressively reduce the United States to the category of a residual 
supplier with disastrous consequences to American farmers and to our 
national economy. 

We strongly urge that the wheat and rice farmers be given the 
opportunity of putting the domestic certificate program to the test of 
experience. 

Senator Hickrnioorer. May I ask about this statement? You 
said they have come very close to the price considering the 80-percent 
Government subsidy. Do you mean they have been receiving a price 
close to our price less 80? 

Mr. Newsom. That is right. 

Senator AnpErson. We just opened an umbrella there; that is right. 

Senator Hicken toorer. In other words, the Canadian is getting 
80 cents better than our price; is that right ? 

Mr. Newsom. That is about what it amounts to. 

And the point I was trying to make I think is rather significant. 
These figures from Foreign Agricultural Service clearly indicate that 
there is, relatively speaking, no such thing as a broad world market. 
Actually, the closest thing we have to a world market is a Canadian 
export price from the Canadian wheatgrower, and that is the sort of 
circumstance under which we are operating, that is why I say that 
probably the most accurate measure that we have available of what 
the price to Canadian farmers actually amounts to is the level of our 
export subsidy, because we are dominating the world market or pro- 
tecting the world market, just as we have been doing here, and we have 
just decided to do it at 80 cents less than previously. 

Senator Munpr. Now, Mr. Newsom, would this wheat certificate 
plan or two-price plan apply to all grades of wheat, or is this for 
milling wheat only? 

Mr. Newsom. You mean the certificate? I think it was previously 
in the testimony, so I will back up here. The certificate would be 
made available to individual what producers for their proportionate 
share of the domestic food or wheat for human food market. In other 
words, if we determine that 50 percent of the prospective crop of 
wheat is likely to be consumed for food. I am going to get certificates 
for 50 percent of as much as I would get a marketing quota for under 
the present arrangement, and then those certificates will be nego- 
tiable, I will proceed then without interference from the Govern- 
ment or anybody else to market my wheat for whatever I can get bids 
for it. I might do like my father used to, take a sample down to Bal- 
lard & Ballard in Louisville and get a bid on it and sell it. 

Actually, nowadays, we do it through the local dealer, of course. 
But the point is we would have the incentive then to produce the 
quality of wheat that Ballard & Ballard or some other buyer wants. 





128 PRICE-SUPPORT PROGRAM 


Senator Munpr. I understand, then, it is for milling wheat only? 

Mr. Newsom. No; it is for a number of bushels of wheat. We are 
not going to segregate wheat at all. We are going to get the Govern- 
ment out of the business of interferi ing with the market, you see. 

Senator Hickenioorrer. In a few words, as I understand it, and I 
will state it so I will see if I understand it. The Secretary determines 
in advance how much the domestic consumption of wheat of all kinds 
will be; then makes county allocations. 

The farmer can produce that much wheat; I mean on his ratio basis 
he can produce that much wheat which will be protected at the price, 
which will be parity price, 90 percent or somewhere in there, and all 
the other wheat he produces over and above that he sells it for what- 
ever he can get for it. But he is protected on the parity formula on 
his allocated share on the wheat which is necessary for domestic 
consumption alone. 

The rest either goes in the world market or goes to whatever he 
could get for it. Is that correct? 

Mr. Newsom. I think you understand it. I prefer to say the other 
way, because you are still implying here that the Government has 
something to do with the marketing of this 50 percent, and it doesn’t. 

Senator Hickentoorer. I didn’t mean to. The Government has 
something to do with marketing the first fifty percent. 

Mr. Newsom. No. 

Senator Hicken Looper. Of the amount determined to be for do- 
mestic consumption. 

Mr. Newsom. No. 

Senator HickenLoorer. They have to issue certificates. The Gov- 
ernment stands behind certificates, so to that extent the Government 
steps in there on wheat for domestic use. On the other the Govern- 
ment doesn’t. 

Mr. Newsom. Actually the certificate becomes nothing more than a 
means of cash payment to the wheat producer on the basis of 50 percent 
of what is marketing quota under the present structure. 

Senator Hicken Looper. Well, your 50 percent is an arbitrary term 
there as I understand. You don’t know whether your total production 
will be 50 percent or not. You estimate a hundred million bushels as 
a for domestic consumption next year. 

Mr. Newsom. That is right. 

Senator Hickeniooper. And you go around and allocate in each 
county of wheat producing areas that are eligible, you allocate an 
acreage allotment based on that estimate of the domestic need for 
next year, and the farmer will get a certificate that he can sell or 
dispose of at a guaranteed price, “that i is, he will be protected by the 
Government on that certificate. 

Mr. Newsom. That is exactly right. 

Senator HicKENLOOPER. For a parity price for that amount of 
wheat. Now, if he raises three times that amount of wheat, over and 
above his allocation, based on domestic needs, he sells in the open 
market, whether it is a foreign market or domestic market, he sells, 
and the Government doesn’t guarantee him any price, he gets what- 
ever price he can get for it. 

Mr. Newsom. That is exactly right, except I still, for the purpose of 
emphasis would like to say that he sells it in the private grain trade 
market rather than to commodity credit corporations. 
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Senator Munpr. My question goes to the point, when you use it for 
domestic consumption term, you would mean by that, domestic human 
consumption ¢ 

Senator Anperson. No. 

Senator Tuyr. You have consumption for milling and you have 
seed requirements. 

Mr. Newsom. Our plan, the plan embraced in these bills, is for 
human food, Senator. 

Senator Tyr. The disappearance of wheat normally consists of 
what is domestically consumed and what is required for a seed. That 
is your normal disappearance annually. 

One question which occurs to me here: Supposing that you 25 
percent of your production in a year over and above your domestic 
needs. and if this 25 percent is offered on the market at whatever 
the market will offer, wouldn’t it be reasonable to believe that the 
purchaser would go on the open market and buy and satisfy his needs 
as long as there was any of this 25 percent available at a reduced 
price ¢ 

Mr. Newsom. As a matter of fact, that will determine the market 
price. He will go on the market not for that 25 percent, but for the 
total 100 percent. 

Senator Turn. I realize that. I was trying to get the example Sen- 
ator Hickenlooper led into it, and Senator Mundt. 

While they were discussing it a new thought occurred to me. We 
will say that our domestic needs are for just exactly 1 million bushels. 
Of that you have 75 percent which will go into consumption or disap- 
pearance in the normal channels in the United States. You have 25 
percent, however, that is is in surplus, and that 25 percent does not 
have Federal support or Federal protection, and all of it is offered. 
The farmer offers all of it, then it is reasonable to believe that the user 
would go in and satisfy his needs from that 25 percent that is offered 
at a reduced price before he goes back and starts taking from that 
which is held at a higher level or that which carries F ederal supports 
in order that it be maintained at parity, because it is the percentage 
of your production that domestically is needed. 

Mr. Newsom. Frankly, you have got me a little bit worried for 
fear you don’t have in your mind clear ly what we are trying todo. We 
are trying to take Government completely out of this market except 
for this stop-loss support that we recognize we have got to supply 
temporarily. 

Senator Ture. Well then, in other words, the entire billion bushels 
of wheat produced in the United States would be made available on 
every market channel open to the wheat. 

Mr. Newsom. Absolutely. 

Senator Ture. Take an individual farmer, Mr. Jones over here. 
Supposing 80 percent of his crop would be in percentagewise to what 
our domestic needs were, and that 20 percent of that crop was in ex- 
cess of what the domestic needs were. Therefore on the 20 percent 
he got no Federal assistance whatsoever, but on the 80 percent he got 
the assistance in order to hold him at parity. That is his share of the 
domestic consumption. It is not in surplus. 

Mr. Newsom. | may not quite comprehend the point that you are 
making, but let me try it this way. 
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Let’s start with the temporary stop-loss or whatever support level 
you are going to call it, that the Secretary establishes to protect the 
feed market, and to protect the world market against a dumping pro- 
gram which unquestionably we all under stand we would be walking 
right square into if we do have an adverse wheat marketing quota 
referendum vote here, and reduce the support level to a figure below 
the world market. 

In other words, it is no different problem than we have under the 
present law potentially. So the Secretary then determines what the 
support level is going to have to be as exactly as we have been having 
the support level apply through Commodity Credit C OEpor ation, 
except that it is going to be down here at 60 percent or 62 percent of 
parity or some such figure, as determined by the relative feed value of 
wheat or other feed grains, and the international wheat marketing 
situation. 

Now that is the price that we are going to start with, and I will 
sell all of my thousand bushels of wheat or whatever I produce at 
presumably that support level, as long as we have got this billion 
bushels hanging over the market it is going to stay right there. 

Senator ANDERSON. Sixty-two percent. 

Mr. Newsom. I will sell all my wheat at market. That is what 
the market will demand, except if I raise a high quality of wheat I 
will get a better bid out of Ballard & Ballard than my neighbor who 
‘aises.a low quality of wheat. Then I will cash my certificates and I 
will have some additional income. 

Senator HickentoorrR. Here is the thing that bothers me on this 
thing. I think it is a pretty well accepted law of economics in prices, 
it seems to have worked and we had a free market always, if you have 
got one bushel more, the price decreases. If you have one less than 
you need, there is a scramble for the amount available. Now, how 
are you going to keep the surplus wheat on the market from setting 
the entire wheat price? 

Your farmer will collect on his certificate. He'll collect $2.30 a 
bushel or whatever the amount calls for. 

Mr. Newsom. No; let’s get that one right. He will collect the dif- 
ferential between the estimated free market price or the temporary 
stop-loss support price. 

Senator Hickentoorer. He will collect a price on the allocation of 
which he has under the domestic consumption estimate. He will 
collect a price that is considered to be a fair price based on parity 
in your formula. But he is going to have other wheat here to sell 
on the open market. Now, what is to keep a purchaser from saying 
“Well, I am not going in and pay that certificated price for wheat; 
I will buy it on the open market.” 

Mr. Newsom. Where is he going to get any wheat? 

Senator Hicxenwoorrr. He is going to get it from the surplus if 
the farmer has any to sell. 


Mr. Newsom. He is going to buy it from whoever has wheat to sell, 


and that is the market price. 


Senator HickenLoorer. That is exactly what I am saying. Now, 


let me take an illustration here. Let’s take a billion bushels. 
Senator ANpeRson. Start with the crop. 
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Senator Hickenwoorer. Well, I am just saying, let’s take a billion 
bushel crop. Let’s say the estimated domestic needs are 500,000 
bushels 

Senator Anperson. Use 675. That is food and all. 

Senator Hickren Looper. This is easier to figure. 

All right, on this 100 million bushels, allocated under the formula 
in the various counties, the farmer has been given a certificate which 
works out $2.20 a bushel in some places. That is another arbitrary 
figure. 

All right—— 

Mr. Newsom. Let me correct you there, Senator, because I think here 
is a part of the basis of your confusion, if 1-may be so bold as to state 
it that way. 

Senator Anperson. He is getting along pretty well. 

Senator Hickenvoorrer. I am confused. 

Mr. Newsom. The certificate will not reflect the full parity price. 
It only reflects the Secretary’s differential—— 

Senator HickeN.oorer. | understand. But I am using an arbi- 
trary figure. I am only trying to get a figure to use. 

Senator Anprrson. Could we pause for just one second while I give 
a comment on that. 

1 think, is it not true, Herschel, that the certificate is worth the 
difference between what the Secretary fixes and what he gets in the 
world market, in the free market, so that if he got 60 percent of parity 
and parity was $2, he would get. $1.20 and the certificate would be 
worth 80 cents to bring it up to $ 

Mr. Newsom. That is substanti: ally accurate; yes. 

Senator Hickentoorrr. I am looking at the end result. What is the 
farmer going to do? 

Let’s suppose he raises 5,000 bushels of wheat, and his allocation 
under the certificate plan is 2,500, just to make it half. All right; what 
is he going todo? This 2,500 bushels of wheat is not protec ted any- 
way. “He is protected on half by a certificate he has in his pocket, but 
he takes the whole 5,000 bushels and puts it on the market. 

Mr. Newsom. Right. 

Senator HickenLoorrer. Then he comes to the Government for a 
subsidy. 

Mr. Newsom. That is right. 

Senator Hickentoorer. So that the market price on wheat is going 
to be fixed in the market place. 

Mr. Newsom. No; only the value of the certificate is fixed. He has 
got his certificate just ahead of the marketing time. 

Senator Hicken.oorer. I understand that. But you don’t get some- 
thing for nothing, so that the price of wheat is going to be deter- 
mined in the open market so that he can sell that 5,000 bushels of 
wheat. 

Then let’s say if he gets $1.40 on the average for it—because every- 
body is going to sell their whole wheat on the market, whether it is 
the world market or domestic—they are going to bid that. Somebody 
is going to have to pay that 80 cents. 

Mr. Newsom. I want to make one more trial, and then 

Senator Hicken oorrr. Isn’t that correct? 
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Mr. Newsom. Well, I think you are still not seeing the thing the way 
I want you to see it. Take that farmer with his 5,000 bushels of wheat. 

Senator HickENn.Looper. Yes. 

Mr. Newsom. He produces that whe: at, and he is going to market it. 

Sent tae Hickentoorer. The 2,500, the certificate? 

Mr. Newsom. Let’s forget the certificate for a minute. He has got 
the certificate in advance, and he has either already cashed it or spent 
his money or he has still got it. Let’s separate it from the marketing of 
wheat, because I think that will help to clarify the situation. 

He produces 5,000 bushels of wheat. He goes and markets it at the 
elevator, but the elevator is paying a price that is dictated by the 
support level established by the Government just as it is now, except 
that being established—instead of being established at 90 percent of 
parity or 8214 or some other figure, it is established at such level as the 
Secretary thinks is necessary to protect the feed market and the inter- 
national market. 

Senator Hicken.ooper. Now, is the elevator man going to be told 
that you have got to pay a certain price for wheat ? 

Mr. Newsom. No more than he is under the present program. 

Senator Munpr. Now, you are losing me. 

Mr. Newsom. All right—— 

Seriator Anperson. Can I try it once? 

Mr. Newsom. Go to it. 

Senator Anperson. This is just the old system that W. R. Ronald 
came to the Department with in 1945. He is Republican. It is a well- 
known system that we studied for weeks. 

We start off with the erop of a billion bushels which he had. There 
was a demand for 675 million for food and other needs. Five million 
bushels for food has almost been a static demand for 40 years. Then 
more was needed for seed. So 325 million bushels of grain are left 
and will have to come on the market somewhere. 

Now, the man who produces 5,000 bushels, has 3,000 to sell on which 
he holds a certificate, and 2,000 for which he doesn’t have a certificate, 
but he markets his whole 5,000 bushels. 

For the whole 5,000 bushels he gets the regular price, but the price—— 

Senater Munpr. Herschel said he got a fixed price the elevator man 
had to pay. 

Mr. Newsom. No, no. 

Senator Ronan He gets the market price. 

Mr. Newsom. I said no more than under the present system. 

Senator AnpErson. Dr. Black at Harvard has worked out a long 
table to show the effect of surplus on the market. It shows if surplus 
is only 5 percent, the market may drop only 10 percent. But if the 
market is 10 percent surplus, the market will drop more. If the sur- 
plus is as much as 25 percent, the market goes down to 50 percent. 
Here you have a market of 33 percent. So normally $2 wheat would 
sell for a dollar. 

A man would get $5,000 for 5,000 bushels. Then we would get on 
the 3 3,000 bushels ‘for which he was a certificate the difference between 
$2 and $1, because $2 is parity. I am just assuming that. 

Senator Munpr. By redetermining his certificate. 

Senator Anprerson. That is right. 
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So he would get another $3,000 from certificates. He would get 
$8,000 from 5,000 bushels of wheat, and the going price for wheat 
would be a dollar a bushel. 

Now the theory is that that would move a lot of wheat into con- 
sumption abroad, and at the same time would move a lot of wheat into 
consumption in this country. 

Mr. Newsom. And at the same time move a lot of acres out of wheat 

Senator Anperson. I think so. But it would give you $1.60 a 
bushel. 

Senator Munvr. Who pays the $3,000 that he gets for his certif- 
icate ¢ 

Senator ANprerson. The Government. 

Senator Tiryr. The taxpayer, ultimately. 

Mr. Newsom. Perh: aps you ’re right. 

Senator Anperson. The Government pays it. 

Mr. Newsom. But the processor actually pays it and collects it from 
the consumer because you don’t process and sell this wheat for 
human food without purchasing from the Government certificates 
to offset the amount of wheat purchased. So the Government be- 
comes the backing agent between the processor and the consumer 
here. 

Senator Anperson. That is right, you put a processing tax in. 

Senator Munpr. That comes back to what I said originally. This 
is domestic human consumption, just human food. 

Mr. Newsom. That is exactly right. 

Senator ANpErson. But it deals with the whole crop, whether food, 
feed, or seed. 

Mr. Newsom. Senator, let’s be sure you don’t envision the pos- 
sibility of the certificate for feed or seed, because that is not in the 
legislation. The certificate is only issued on the human food. 

Senator Anperson. Well, the amount used, if you want to do it 
that way, will reduce it. When I say we get the certificate on about 
8,000 bushels, you get down to about 2,500, it will reduce to some 
degree if you are going to put it on straight food. But the Govern- 
ment only stands the first payment, and only then as a backer. It is 
just advancing money because the processing tax then works against 
the miller. He has to come in and pay it. We have a parallel to that 
to some degree in the sugar industry where there is a tax on sugar 
that the consumer in this country pays. 

Not many consumers are conscious of the fact that they are paying 
agricultural support program, but they are. 

Senator Munpr. Has your statistician shown what impact it will 
have on a loaf of bread? Does it make any? 

Senator Anperson. It wouldn’t make any, because he has to pay the 
ae plus the certificate. He pays for the certificate when he buys 
iis loaf of bread. That is how they get their money back. 

Mr. Newsom. Now, that depends on where you are going to start. 
If you are starting from a 90 percent of present parity, at present 
price, there is not going to be any additional cost, even for the loaf of 
bread. The additional cost under the present program is that that 
same consumer is likewise a taxpayer, and he is paying the subsidy 
on exports and he still doesn’t know what to do with the amount we 
have withdrawn from the wheat market that I formerly used to feed, 
and now I sell it to my Government because I can’t afiord to feed it, 
at the price the Government will pay for it. 





134 PRICE-SUPPORT PROGRAM 


Senator ANpERsON. If he goes in now to buy on the open market, he 
buys at a price that is just barely below or right at the support level. 

Senator Munpr. Yes, as against no program at all. 

Senator ANperson. As against no program at all, it would be a 
higher bread price, yes. 

Senator Munpr. Sure. 

Senator ANperson. Under no program at all, you visualize dollar 
wheat. While that gives lower bread prices, it puts the factory worker 
out of work pretty quickly so he can’t buy bread. 

Senator Munpr. As against present bread prices, the price may be 
even lower, it wouldn’t be any higher. 

Mr. Newsom. It would by the time this thing goes into operation. 
As I remember the figure, the effect of the modified parity will reduce 
the full parity price down some 20 cents below what it actually is now. 

Actuully, an effect of a 25-percent bushel differential on wheat has 
been computed to be about thirty-four one-hundredths of 1 percent 
in the cost of a loaf of bread. But Senator 

Senator Munpr. A 75-percent differential in wheat prices to make 
1 cent difference in a loaf of bread. 

Mr. Newsom. That would pay for a 75-percent certificate, that is 
about right. 

Senator ANpERSON. Except that each time the price of wheat drops, 
and might be reflected in reduction of the price of bread, the cost of 
labor in the bakery goes up, so that the oe cost goes up as the wheat 
price goes down. 

Mr. Newsom. That is an excellent point. 

Senator ANperson. Well, it is shoahetaly true. 

Mr. Newsom. Why, sure it is. 

Senator Munpr. Historically accurate. 

Senator Tuyr. You are on page 13 in your statement, Mr. Newsom? 

Senator Anperson. To carry out this program a little further: 
If a farmer had 500,000 bushels and sold them at a dollar, then got a 
certificate on 500 bushels, he would get $7,500 for 500 bushels on the 
average price of a dollar and a half. 

Mr. Newsom. That is right. I think you understand it perfectly. 
I want to try to be sure that you will have it clearly in mind by 
saying that the only difference in this and our earlier programs for 
wheat is that we now recognize that you have got to inject this stop- 
loss here to protect the feed market and international market from 
our present stock of wheat. 

The longer we put off changing our wheat program the worse we 
are going to have that kind of compulsion. 

Now, otherwise, we would have had a free market price operating. 

There is no more compulsion about telling the local elevator man 
what he is going to pay under our program than there is under the 
program we operate. 

My elevator man is going to pay the market or the support level, 
or he is not going to get it, because Uncle Sam is going to get it. 
That is the only kind of compulsion there is in our program except 
instead of being at a high or flexible figure, whichever you prefer 
to use, we are going to have it at a figure clearly designed only to 
protect the feed and the international market. 
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Senator Munpr. I don’t see why you say the elevator man is under 
any compulsion at all. It seems to me he is on an open competitive 
market as far as he is concerned. 

Mr. Newsom. I was only picking it up because Senator Hicken- 
looper made the assertion. 

Senator Anperson. May I just interpose here? You understand 
that I looked at this once and decided I didn’t like it too much. But 
1 want to be perfectly fair to the program &nd say that the theory 
has been advanced that the farmer will just take any price that he 
can to move his grain, that he will come in there and say “Well, I 
will take 50 cents a bushel for it,” because he would get the difference 
between the parity price. But he won’t. Even then he won’t. He 
only gets the difference between what he should have obtained in an 
ordinary fair market, they think, which might be about $1, and the 
$2. So he is going to try to market his wheat at about that dollar 
figure, he isn’t going to just give it away. 

Senator Munpr. It is a floor and a ceiling 

Senator Anverson. I have said many times, I don’t like the program 
too much, and probably am not going to be too enthusiastic about it. 
But I do recognize that there are some things about it that appeal to 
me for wheat and for rice, and I just want to say now that anybody 
who thinks he can handle every agricultural product by exactly the 
same system is to some degree kidding himself. The parity is a nice 
concept and a fine idea, but it isn’t perfect for everything. 

Mr. Newsom. I spent about 3 pages trying to say that very thing, 
Senator, and I didn’t say it half that well. 

Senator Tuyr. The main point is that under the two-price systems 
the producer is given a positive parity on that which is his share of our 
domestic need. 

Senator Anprrson. Not unless he sells it. 

Senator Torr. I grant youthat. But that is what he is growing it 
for, to sell it. Therefore, on that which he offers on the market of the 
percent that is used for human consumption or our domestic needs, he 
1s given assurance that he will be at parity. 

Senator ANpERSON. He cannot be given that assurance. 

Senator Munpr. He will be given a percentage. 

Senator Toyz. But wait a minute. In your percentage in your own 
figures you showed normal consumption. 

Senator Anperson. 675 million. 

Senator Toye. 675 million, and of that 675 million bushels the pro- 
ducer was going to get whatever the established parity was. 

Senator Anperson. Not under this program. 

Senator Munpr. No. 

Senator Tuyr. Now wait. Any portion over and above what was 
domestically used, he would not have any guaranty from the Federal 
Government of any support factor, and it is that factor that the pro- 
ducer has certain controls or responsibilities over, that if he produces 
in excess of 675, whatever percentage of his crop is in excess he 
will have to take whatever it might be, whether it be a dollar or what- 
ever the market offered. 

Now, I think that that is the philosophy of your two-price system. 
If the producers are producing 325 million bushels in excess of your 
domestic need, and only receives what the market is offering, and if 
the market is a dollar, he will not be long engaged in producing or 
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being a party to helping to produce that 325 million bushels surplus. 
He will immediately say: “Last year I got caught and I sold this 
percent of my crop ata dollar. This coming year ‘Tm going to get my 
production close to what my domestic quota is going to be.” 

The same thing applies in your dairy pool. You take the Twin City 
Milk Producers in St. Paul. The production that comes off the farms 
of that association during the months of July, August, and September 
becomes the basis of whfch the producer gets orade A fluid milk price 
for from January 1 to July 1. Believe me that, you get a quota of 
407 pounds per day, anytime you get up into the production of 600 
pounds per day, and you get only grade A fluid milk price for the 407, 
and what you get for the surplus may be 40 cents a hundred less; next 
year you are either going to buy cows to increase your production 
during the 3 months or otherwise you are not going to have as many 
cows milking from the first of the year to the first of July. 

Now, that is what I think I see in this price. Now, am I right or 
am I wrong? 

Mr. Newsom. That is an excellent example, but I am disturbed 
about your reference as I was of the reference of Senator Anderson. 
Remember that we can’t in this world of ours undercut the world price, 
and I know you are using it for sake of illustration only. 

Senator Tyr. Yes. 

Mr. Newsom. But let’s be sure that we don’t get the record here 
cluttered up with figures that are going to add confusion to this thing. 

Actually the Department of Agriculture can’t conceivably estab- 
lish this support level at anything like a dollar. 

Senator Anperson, Then do I understand that in addition to the 
certificate you are going to give him a support level as well, beyond 
which he cannot go. 

Mr. Newsom. Exactly. 

Senator Anprerson. Then you can’t make sure that he can market 
the rest of his product. 

Here is a man that is producing wheat. Who is going to give him 
the price for it? 

Mr. Newsom. The same fellow that does under the present cireum- 
stance, Senator. 

Senator ANnperson. It is the United States under the present cir- 
cumstances, the Treasury. 

Mr. Newsom. That is where we are right now. 

Senator Anprrson. Under the certificate system the Treasury of 
the United States is going to take only half of the crop. What hap- 
pens to the other half that the Treasury won’t take ? 

Mr. Newsom. I am discouraged now, because I thought you under- 
stood it. 

Senator Anperson. If you are going to put in a second support 
price, or a floor beyond which you can’t go—— 

Mr. Newsom. Joe, suppose you try it. 


STATEMENT OF JOSEPH 0. PARKER, COUNSEL, NATIONAL GRANGE 


Mr. Parker. I think the Senator understands it now. 

Senator Anprerson. I have argued it by the hour with Milton Eisen- 
hower and Davis. 

Senator Munpr. The only thing wrong with the first. statement 
that I made, the fact that he said that they are going to give them 
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parity, now that would be true if you started at “scratch.” But after 
«a while you are not going to give them par ity, you are going to give 
them a fixed percentage of parity. After that you would hope he 
would get parity. 

Senator Anperson. I think I should say I was incorrect a moment 
ago, because I objected to what Senator Thye had said. I thought that 
he had misstated it. But if you are going to have a floor be yond which 
the price cannot drop, then you can fix that floor, plus a certificate, 
to bring parity. 

Senator THyr. No; I had no floor. I just put it on the basis that 
the Government said that that which is in line with our domestic 
disappearance in this Nation, there the farmer shall-receive parity. 
But any percentage of the crop that he is instrumental in helping to 
produce that is in excess of our domestic requirements, there he is not 
to receive any Federal assistance, that he is at the mercy of whatever 
the market offers for that commodity, and therefore he is not gomg 
to be long in being a party to producing the excess of our domestic 
needs because he is the man that takes the loss. I used the dairy quota 
system of the Twin City Milk as a concrete example because I am the 
man that is right now faced with receiving for a part of our monthly 
production better than 40 cents a hundred ‘Jess than I am for that part 
of our daily production or monthly production that is in line with the 
quota that I earned for the farm during the month of July and August 
and September, last year. It is the most effective manner that we have 
ever had for balane ing out for the Twin City Milk Producers Associa- 
tion a normal production throughout the 12 months. 

Up until the time the producers dried their cows in the summer 
when the flies were bad and when they had a lot of harvest work and 
didn’t want to bother with them, they practically dried up their herds 
and they did their milking at a time when it was to their convenience. 
Then they had a surplus which the Twin City Milk couldn’t handle, 
while at other times they had a shortage which compelled them dur- 
ing certain months of the year to go out on the open market and buy 
at a premium in order to get the fluid milk they needed. 

Therefore, I think there is some merit in this question that when the 
farmer is a party to and gets a certain guaranty that he will have 
panity on the 675 million bushels that you grow, and that which is 

325 million in surplus of our domestic usage, there he has no supports 
whatsoever and he is at the merey of whatever the market offers 
him throughout the world, he will not be long producing in excess 
of his percentage of the domestic consumption. 

Now, that is what I think I see. 

Mr. Newsom. That is the ultimate. That is what the program in- 
volved before our Government was sitting on top of a billion bushels 
of wheat 

Senator Tre. Yes, sir. 

Mr. Newsom. But now then——— 

Senator Tryr. If you could make this surplus disappear, you could 
start out from “scratch” with this. 

Mr. Newsom. That is exactly the point. 

Senator Munpr. In the meantime, instead of operating the way 
Ed says, instead of getting parity he will be a fixed percentage of 
parity, sharply down—— 
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Mr. Newson. Senator, let’s start at the other end of this thing for 
a minute. At the present time we have an agricultural governmental 
structure supporting the market price at 90 or 821% percent a year. 
Under our program we will have a governmental-supported structure 
just as we are getting it now except it will be at the level the Secre- 
tary determines is imperative to protect the feed market and the 
international market from the effects we would have if we dropped the 
support level to 50 percent of parity or remove it entirely. 

Senator Munpr. The certificate that increases his income, isn’t that 
going to give Mr. Farmer the parity that Ed talks about, it is going 
to give him a fixed percentage of parity. 

The statement said a top fixed percentage of 90. 

Senator Tuyr. No, Senator Mundt, what I think that we lose 
sight of here is that on 2 or 3 years’ running, if this producer finds 
that he has been a party to assisting in growing 325 million bushels 
more than is the domestic consumption, and that he has to take as 
a percentage of his crop only a dollar a bushel for that in excess of 
our domestic needs he isn’t going to be long before he gets out of that 
number of acres of wheat so that he gets his production down some- 
where in line with what the Government says is his percentage of our 
domestic needs. 

Senator Munpr. That I understand. 

Senator Ture. Therefore, he isn’t going to be a party to growing 
that excess wheat, you see? 

Mr. Newson. I understand, and that will work, I think, that is 
self-enforceable. 

Senator Ture. Yes. 

Senator Munpr. But what I want to be sure of, if I understand 
these other things, that in the meantime until we get down to normal 
supply situations, he isn’t going to get parity for his certificated bush- 
elseither. He is going to get this lower price plus the payment which 
will bring him to a fixed percentage of parity, and not parity. 

Senator Tuyr. We would have to resolve that surplus somehow. 

Mr. Newson. He is awful close, though. 

Mr. Parker. Senator, let me see if I can make one statement that 
may clarify it. You understand that if we had the certificate plan 
alone, that a producer would receive certificates which would bring 
him up to the hundred percent of parity for the quantity of wheat 
that was consumed domestically as food. 

Now, while we have this billion-bushel-plus surplus facing us, in 
addition to the certificate program, we will also have a regular sup- 
port program for all wheat based at 60, 65, 55, wherever the Secretary 
of Agriculture places it, which means that the farmer for the food por- 
tion will receive certificates equal to the difference between the 60 per- 
cent and 100 percent of parity for the portion of the wheat that is 
consumed as food. 


Senator Munpr. You will give him 100 percent of parity right from 
the very start? 


Mr. Parker. That is right for the portion used as food. For all of 
the remainder of the market, 60 percent of parity. 


Senator Anperson. How much do you think the Government will 
get that way? 
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Mr. Parker. Under the bill the Secretary would be authorized to, 
as long as he was supporting a total production, to continue in effect 
acreage allotments and marketing quotas. 

Senator ANpERSON. We gave Pakistan 40 million bushels of wheat 
one time, and the next crop report showed wheat stocks in the United 
States were up to 42 million bushels. 

In other words, we couldn’t give wheat away as fast as it was grown. 

Now do you think we will be able to dispose of this wheat so there 
will be any drop in the surplus in the intervening years? How are 
you going to get rid of this? You have to do something about this 
300 or 400 million bushels a week. 

Now, if you aren’t going to dump it, it is just going to keep accumu- 
lating so we have this billion-bushel carryover. 

While you dispose of that you pick up a little more of this other. 
Is the farmer going to be better off if he has the same acreage and a 
reduced price for his wheat? Is he better off that way? 

Mr. Parker. First, we will expand our markets and get more wheat 
consumed as feed, if the support level on the total production is 
60 percent of parity, instead of if it is 90 percent of parity or 85 

Senator Munpr. If you use more for livestock. 

Mr. Parker. Yes. 

Senator Anperson. You won’t sell it unless it is made more 
attractive. 

Mr. Newsom. Well, we might as well face it. As acorn producer I 
have normally competed with some low grades of wheat. But as 2 
wheat producer on a smaller scale, I will be darned if I will be willing 
to compete with the corn producers in my neighborhood indefinitely. 
But I may want to do that for sake of a cover crop for my legumes 
and so on and so forth for a reasonable while, and some of our wheat 
producers in the northern States—small wheat producers—may feel 
that they can costes some wheat there and use it for feed if they 
can’t sell it to their Government at a high figure, a little cheaper than 
they can buy my corn and ship it from Indiana, and we have the 
privilege of doing that sort of thing. 

Let me take it as an individual. Let me assume that I am going 
to produce a thousand bushels of wheat according to the records in 
my county committee office. The Secretary determines that the per- 
centage of wheat for human food uses, for making it easy here, 50 
percent of the total crop. I will get certificates for 500 bushels of 
my wheat. I can take those certificates if I want to and bank them 
and put the money in the bank. I have got wheat to sell. I will sell 
it on the market. The market is going to be influenced by the 
60-percent support level that the Secretary determines must be im- 
posed here while we are working our way out of this surplus. 

Senator Anprerson. Now, if you sell your 500 bushels in the open 
market at this 60 percent support level, what is the Secretary of 
Agriculture going to do with the 500 bushels that he is going to get 
from you? 

Mr. Newsom. First of all, I want to separate the 500 bushels. I 
have got it all. I am going to sell a thousand bushels less whatever 
I decide—— 

Senator Anperson. But the market isn’t all yours. The market 
is only 500 million bushels and the billion bushels are being produced 
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in the country. You may sell yours and Joe can’t sell his. You 
ean’t both sell yours if the market only takes so much. 

Mr. Newsom. What is the reason we can’t ? The Commodity Credit 
Corporation is in the picture just as they are now, except at a lower 
hgure. 

Senator Anperson. But the commodity credit is going to buy this 
extra wheat, then. 

Mr. Newsom. Sure. 

Senator Anprerson. That will add to the stock of wheat we now 
have on hand and build it up. 

Mr. Newsom. That is right. That is why we said in the beginning 
there is no immediate and sudden w: ay out of this picture. 

We are going to have to weep our way out. 1, then, am going to 
raise the question as to whether or not I can afford to produce wheat 
at that kind of figure in indlinbas and I probably will decide that I 
had better produce something else. 

Senator Anperson. You have heard Senator Young in this com- 
mittee say a hundred times that if you decide the price is too low 
and you can’t afford to produce it on the former acreage, that you 
have to produce more to break even. 

The constant story is that farmers keep producing more if the price 
drops. 

Mr. Newsom. That is the Nation as a whole. But I as one indi- 
vidual producer here may not be as efficient. I may not be able to 
produce wheat as cheap as some of my friends in the Pacific Northwest 
or in Kansas. So I will decide, well of course I will have to main- 
tain some level of production here if 1 am going to get any certificates, 
because the certificates will be adjusted on the basis of the present 
program—just as they are on the present program, just as marketing 
quota is assessed. 

What I have tried to say from the beginning is that this is a program 
that points us toward a solution, and we don’t even think we are 
pointed toward a solution under the present program, sir. 

Senator Munopr. Isn’t the question of whether or not this is going 
to be injurious to the corn farmer, doesn’t the answer to that question 
depend on whether the wheat farmer decides he can afford to take a 
low enough price for his wheat to sell it as a competitor of corn, if 
he finds out that the competing of corn for livestock feed and gets 
such a low price it doesn’t pay out he will quit raising it and then 
won’t have that problem ? 

Of course, if he can make money—— 

Mr. Newsom. Let me point out another factor in that same thing, 
Senator Mundt. This committee reported out and the Senate passed, 
in S. 46, designed to give the marginal producers of wheat, let us say, 
our good fr iends up in Pennsylvania, the right to produce some wheat 
for feed. Our program would do that without the necessity of having 
policing pr ivileges to go in there and be sure they didn’t bootleg it to 
their neighbor or something, because that bill provided they had to 
consume it on their own farm. 

Under our program it could go to any of the neighbors for feed, 
and actually that S. 46 as originally drafted, as you perhaps know, 
involved some aw fully frightening policing privileges, but they were 
taken out because perhaps they were assumed not to be as necessary 
as the original drafters thought. 
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I sometime want to emphasize the thing Senator Anderson said a 
few minutes ago, there are some things about this I don’t like, but 
there are certainly some things about that present problem I don’t 
aoe at all. I don’t think it is improving our situation one bit. 

I don’t think we can sit by here and live with the present program 
without making some attempt to improve it, and that is what we are 
trying to do. 

Mr. Chairman, you indicated awhile ago I ought to continue read- 
ing here rather than to digress sometimes. 

Senator Ture. No, I did not. I thought that you turned back to 
your page and was scrutinizing the page for the purpose of determin 
ing where you were, and I was trying to help you. 

Mr. Newsom. Thank you. 

Senator Ture. I said you were on page 13, at the very top of the 
page. 

Mr. Newsom. Thank you. 

Senator Ture. No, I was not trying to divert you from free-wheel- 
ing to reading your statement. 

Mr. Newsom. Thank you. 

Apparently, well knowing that their former arguments have been found want- 
ing and without merit, those who oppose the domestic certificate program for 
wheat have recently resorted to attempts even to pit wheat farmer against wheat 
farmer and rice producer against rice producer by attempting to create fears in 
their minds that somehow the domestic certificate program would be unfair 
between producers by saying that marketing certificates would be distributed 
wmong farmers on the basis of their historical production, without regard to 
whether they have been producing for domestic consumption or for export and 
feed. Where have these paragons of fairness been all of these years? ‘The 
proposed method of distribution of the domestic food quota is the same method 
that has been used for the past 15 odd years, and which is now being used to 
distribute the national wheat allotment among farmers. We do not say that 
this system is perfect or that it may not be improved, but the argument that 
when it is used with domestic certificate program it somehow becomes unfair is 
not very convincing. Actually, the flexible price program, which has been so 
stoutly defended by the opponents of the domestic certificate program, as well as 
the rigid price support program, encourages the production of qualities of wheat 
which are not desired, since producers of low quality wheat fare just the same 
as producers of high quality wheat. As heretofore indicated, the domestic 
certificate program is self-compensating in this respect, since it would provide 
strong incentives to wheat growers—not on 50 percent of it or 65 percent of it, but 
on the total production—to produce and sell the quality of wheat for which the 
market manifests demand, measured in price differentials. 

Now, we don’t pretend at all that you can eliminate any of the 
production controls now. We are just trying to build a program that 
will make it possible later to eliminate them. 

Farmers would be free to produce and compete for the world 
market without Government subsidy. 

The heavy costs of current programs to the taxpayer would be 
greatly reduced and eventually eliminated. 

Government activity in buying, warehousing and selling wheat in 
competition with private enterprise would be reduced and eventually 
eliminated, thereby resulting in further savings to the taxpayer 

Greater efficiency in farming would be obtained by better farming 
practices developed. 

Producers of livestock and poultry wherever situated would be able 
to produce wheat for feed or buy whea for feed at feed prices, not as 
food prices. 
64440—55—pt. 1 10 
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Consumption of wheat could be expanded through increased ex- 
ports, new outlets and new uses through sales at competitive world 
prices. 

We think it should be entirely clear that any realistic price-support 
program for wheat or rice must provide an effective way for the 
commodities to be competitive in world markets, otherwise we will 
progressively reduce the United States to the category of a residual 
supplier with disastrous consequences to American farmers and to our 

national economy. 

We strongly urge that the wheat and rice farmers be given the 
opportunity “of putting the domestic certificates program to the test 
of experience. 

Senator Munpr. One of the benefits you claim for this program, 
but which you apparently don’t claim emphatically enough to include 
among the enumerated eight benefits, is one which, if it is true, would 
have great appeal to me, ‘and that is where you say it would provide 
strong incentive to wheat growers to produce and sell the quality of 
wheat for which the market manifests demands. 

Now, I don’t see anything in the program which is going to induce 
farmers to upgrade the type of wheat. 

Mr. Newsom. I am sorry you don’t see it, and I recognize that it 
is my inability to put this thing in the right kind of language. Let 
me ask that Joe Parker try that one, right now. 

Mr. Parxer. Let me see if I understand your question, Senator. 

Senator Munpr. Simple question: What is there in the program 
that provides an incentive for farmers to improve the quality of 
wheat that they raise? 

Mr. Parker. For this reason, that under the program the farmer 
would receive a certificate based on the difference between the average 
value or farm value of wheat and the 100 percent of parity. Then 
he would sell his wheat in the market place and if he could receive in 
the market place better than that average price obtained by farmers 
for all wheat, he would receive a premium. 

Therefore, there would be an incentive for him to produce the 
type of wheat wanted by buyers in the mrket place and they would 
pay a higher than average price. 

Senator Munpr. The certificate then has a fixed value? 

Mr. Parker. That is correct, sir. 

Senator Anprerson. In other words, it is not based on individual 
sales? 

Mr. Parker. That is right. 

Senator Anperson. So that if a man was producing the durum 
wheat, and there happened to be a shortage of durum wheat, and he 

was getting $2 a bushel, and the certificate was 80 cents, he would 
get $2.80 for it. 

If he was going to produce No. 1, and he got his full price for it, 
and he would get ‘the certificate on top of that. 

Mr. Parker. That is right. 

Senator Anperson. And that is an incentive for him to produce for 
the very best market ? 

Mr. Parker. That is correct. 
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Senator Munpr. That being true, I think that is an important 
enough advantage to justify having a number, so you would have 
9 instead of 8. 

Mr. Newsom. I think that is a good suggestion. It would work 
exactly that way because that it is not only 50 percent of his wheat 
he sells at the market price, it is all of it. 

He will sell the whole quantity for whatever the market will de- 
mand, and if the market is demanding that durum wheat, and he has 
durum wheat, his income will be just as much higher, and bushels 
of production amounts to in dollars, that is all. 

Senator Toye. Are there any other questions? 

Senator Munpr. Mr. Chairman, the chairman of the committee, 
Mr. Ellender, was conducting hearings on the Missouri River Basin, 
which necessitated his absence all morning, and necessitated my ab- 
sence during the first part of the day’s hearings. 

He asked me to make that explanation to Mr. Newson and Mr. 
Patton, and whoever else may have appeared here this morning. 

Mr. Newsom. Thank you, sir. 

Senator Tuyr. The committee will meet Thursday at 10 a. m., at 
which time Congressman Hope and the wheatgrowers will be heard. 

The meeting stands recessed until next Thursday. 

(Whereupon, at 12:30 p. m., the committee recessed.) 
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THURSDAY, JUNE 9, 1955 


Unirep STATES SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 324, 
Senate Office Building, Senator W. Kerr Scott, presiding. 

Present: Senators Holland, Scott, and Young. 

Also present : Senators Neuberger, Curtis, and Magnuson. 

Senator Scorr (presiding). The hearing will come to order. 

Senator Neuberger, I believe you w: anted to say something for the 
record ? 

Senator Neusercer. I would like to say this, Mr. Chairman, for the 
record ; yes. 

Senator Scorr. You may proceed. 

Senator Neusercer. Mr. Chairman, I would like to say this about 
the domestic parity plan for wheat growing and marketing which is 
going to be discussed here today by officials of the National Associa- 
tion of Wheat Growers from the Middle West and by two of my 
constituents who represent the Oregon Wheat Growers League. 

I think all of us want to work out or help to work out a plan which 
will assure prosperity to our farm population, reasonable prices to our 
domestic consumers, and perhaps somehow, if it possibly can be done, 
to get the Government out of storing these vast surpluses. 

It seems to me that the domestic parity plan for wheat sufficiently 
points toward that goal to warrant a fair trial. 

You know the history of this plan is closely associated with my 
State because the late Senator Charles McNary, who was for many 
years the minority leader in the United States Senate, was cosponsor 
of the McNary-Haugen bill, which was the forerunner of this bill. 

It was adopted by the 70th Congress in the 1920’s and vetoed by 
President Coolidge. 

I can remember discussing it with Senator McNary, who was a 
personal friend of mine, and he said to me on one occasion—I am 
trying to paraphrase him more or less accurately, he said: “Many 
things President Coolidge said in his veto about the faults of the 
domestic or two-price plan were true; but President Coolidge never 
suggested any alternative in its place, he had nothing at all to offer, 
all he did was say what was wrong with our plan but he had no plan 
whatsoever of his own to offer to the farmers.” 

Later on, as a result, we had the tragic depression of the late 1920’s— 
rather, the 1930’s, and I believe the depression started on the farms 
and spread to our cities. 
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Senator Young and yourself, both of whom are well versed im 
agriculture and are here today, know more about that than I do, 
because you are more intimately acquainted with it. 

But I do feel in view of the situation that confronts our wheat- 
growers that they now have a probiem; their costs are up and still 
mounting; their taxes are going up on their land to support schools; 
their prices have been dropping and their acreage has been curtailed, 
and they are confronted with a situation in which under the present 
farm program many of them, against their own desires to be good 
farmers, are forced to plant not the highest grade of wheat but the 
wheat that will have the highest yield per acre, regardless of quality 
and nutrition, just so it can be stored by the Government; and none 
of us want that. 

So I want to say to you, Mr. Chairman, and Senator Young that 
on behalf of my constituents who are interested in this program, 
both those who are here today and those who are not but are repre- 
sented here today, I deeply appreciate the consideration which you 
as chairman of the subcommittee are giving to the domestic parity 
plan for wheat growing. 

I do hope that you come to the conclusion that it merits a reasonable 
and fair trial by the Congress of the United States. 

That is all I have to say, unless there are some questions. 

Senator Youna. I was very interested in your one comment that 
back in the 1920’s there was criticism of the two-price support plan 
but they offered nothing better in its place. We have too sont of 
that today. You have people high up in agriculture who will criti- 
cize agriculture price-support plans brut they have nothing to offer 
in its place. 

I think all of us will agree that there is something wrong with al- 
most any kind of a Government program. There are a lot of evils 
attached to every Government program. But if the alternative is a 
situation which we ran into back in the twenties and thirties, then 
we had better try and do something with price-support programs 
and stabilize farm prices as best we can. 

Senator Nreusercer. I am so glad to hear you say that, Senator 
Young, because there isn’t a single Government program, whether in 
the field of agriculture, health, or education or military affairs or 
diplomacy that can’t be criticized per se. 

But what is the alternative to that program? What is there better? 

Senator Youne. That is right. 

Senator Neupercer. And I recognize that in the domestic parity 
plan, we have somehow to work out so that wheat, the surplus, is not 
competitive with Middle Western corn for feed, and I know the 
sponsors of the program recognize those problems. 

But what is the alternative ? 

I do believe that the alternative to the domestic parity plan is suffi- 
ciently inadequate so that this plan deserves a trial. 

Senator Scorr. Senator Neuberger, before you get away, and while 
Senator Young is here, I’d like to say that I grew up in agricultural 
work. TI live on a farm, as some of you know, and always lived there 
until I came up here. I never moved away, and am still keeping 
the farm and the farm home there, because I don’t know when they 
will decide to wean me up here and I want a place to go back to. 
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But I grew up when the McNary and Haugen bill was being dis- 
cussed. We grew—for that day and time—right much wheat on our 
farm, about a hundred acres in each year, a we were interested in 
discussions about wheat. 

I am like you, Senator Neuberger. I feel like since we have had 
all of these programs up to now and we have more Government surplus 
than we ever have had. I think we need to explore just a little bit, and 
I am one of those who feels—although I don’t know how I will vote 
when the time comes for a showdown, because I don’t indeed know 
how it will be presented—but I am inclined to go along and see if this 
will do the job. 

Senator Nevusercer. I feel perhaps if this can be experimented with, 
with just one crop, that it has certainly a substantial potential. You 
are not proposing to extend it to agriculture as a whole but to experi- 
ment with it as to wheat only. I feel certainly, on that basis, it merits 
consideration. 

I won’t take any more of your time. Thank you. 

Senator Scorr. Off the record. 

(Discussion off the record.) 

Senator Youne. Mr. Chairman, may I say on the record that I am 
sorry not to have been able to attend all of these meetings. I prob- 
ably won’t be able to attend all of them in the future. This morning 
I have three Subcommittees on Appropriations meetings—one of them 
very important. But I feel this agricultural thing is just about as 
important as anything in the United States today, and 1 am going to 
attend here just as much as I possibly can. 

Senator Scorr. Yes. 

Senator Curtis, we are glad to have you in the committee hearing 
here today. I believe you have a friend you would like to present 
here. 

Senator Curtis. Yes, I have, Mr. Chairman, 

In connection with these hearings I want to say that I am mighty 
happy that you are giving attention to the special problems of the 
whee utgrower. 

At the time Senator Carlson introduced his bill in reference to 
domestic parity for wheat, I had many conferences with him and I 
was pleased that he went ahead and introduced the legislation. 

I don’t know all of the answers myself—-very few of them in fact. 
1 do believe Senator Carlson’s bill has much merit. 

One of Nebraska’s outstanding farmers and citizens, an individual 
I have known for many years, who has made a success of farming 
and is well respected in his own community, is here to testify. 

I refer to Mr. Herbert Hughes of Imperial. He has been active in 
the Wheat Growers Association. He has appeared before many farm 
groups in Nebraska, as well as in a number of other States. 

He has this matter well in hand. He knows the ins and outs of the 
proposal. From his own experiences as a farmer he understands prob- 
lems of the wheat farmer. 

I came over here for two purposes: to express my interest in the 
problems of the wheatgrower, and to introduce Mr. Hughes. I think 
that this committee should thoroughly consider the Carlson bill. 

Senator Young. May I ask a question there? 

Senator Scorr. Yes. 
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Senator Youne. Carl, hasn’t there always been a great amount of 
interest in the two-price system through our area ever since the Mc- 
Nary-Haugen days! Wouldn't it be very easy to sell this kind of 
program to the farmers in our area ? 

Senator Curtis. Perhaps so. Now farmers and their reactions to 
political economic proposals will vary in certain States. I am thor- 
oughly convinced so far as Nebraskans are concerned, that no organ- 
ization speaks for them. They reserve the right to make up their 
minds, and I think this trait a very good thing for the State and for 
the Nation. 

Senator Scott. Yes. 

Senator Curtis. They are individualists; whatever is sold to Ne- 
braska farmers has to be sold to them as individuals. No particular 
organizaiton, as fine as they are—and I believe in them—is going te 
make up their minds. 

Senator Scorr. Senator, right at this point, following up what Sen- 
ator Young has said, this question has been more or less before the 
wheatgrowers all over, the Nebraska people and Kansas, and others, 
for so many years, they can actually act on this thing in a more mature 
way than can we. 

In other words, they have thought this thing out. Now they won’t 
be in agreement on that, we never have an agreement on anything. 
If we did, there wouldn’t be any reasons for us to be up here at all. 
In fact, there are a lot of folks who think that right now. 

Senator Youna. Some 6 or 7, or it may have been 8 years ago, when 
Republic: ans held what we called a Republican farm conference in 
Sioux City, we heard witnesses for 2 long days, and I think there were 
approximately 1,000 witnesses or more. Farmers came from that 
whole area, all around Sioux City, probably five States. 

I was surprised to find so many farmers pres the two-price 
system. ‘This was several years ago and there was no particular 
farm organization in that area promoting the two-price system at the 
time. 

But there were so many witnesses from all of these States who pro- 
posed in one form or another this two-price system that it really sur- 
prised and interested me. 

Senator Curtis. Well, I think that when I recommend that thor- 
ough consideration of this be made, I had in mind that nothing should 
be taken for granted. 

Senator Youne. That is right. 

Senator Curtts. Neither the claims of what the plan would do, nor 
the claims of the opposition, because the claims of the opposition may 
be based on a correct statement of facts of what is proposed, and it 
may not; and it may be based upon a situation that existed prior to 
this time. 

But with fairness I think the Department of Agriculture and the 
committees in the Congress ought to go into it. 

Now anything that involves an export of agricultural products 
moves into a situation quite different than the days of the MeNary- 
Haugen bill. But, as I understand the proposal, there are factors in 
it that meet some of these new problems. 

Senator Neupercer. Along that line, Mr. Chairman, I just want 
to say this, along with it: anything that involves exports of products 
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have special problems; also, anything that involves Government sur- 
. plus storage has the same problem. 

This has the intrinsic merit that it does not involve extensive storage 
| by Government, which has tended to disturb so many of the people 
; who live in the cities. 

: I would like to say this for the record as an evidence of the interest 

, in my State and in the State of Washington, which is also a great 

| wheat-growing State in the Pacific Northwest, that Mr. William Byrd 

. is here, who is administrative assistant to Senator Morse; and Mr. 

Hoffman is here, who is administrative assistant to Warren Magnuson. 

I know I speak for both of those Senators when I speak of their 

; : interest in this plan. I know if Senator Morse were here he would 

: join with me in thanking you for the privilege of hearing our constit- 
uents on this plan. 

With your permission, Mr. Chairman, I will go to another meeting. 
; Thank you again, Senator Young and Senator Curtis, for the cour- 
, tesy of hearing this plan for my constituents. 

’ Senator Curtis. 1 might just mention one more thing and then I 
? shall run along. 

I don’t think there is any question but what the intercompetition 

in agriculture is keener now than it has ever been between commod- 
ities for the same market, for the same end product, and that. com- 
i petition can be found within the borders of the State. 

There isn’t anything you can do in any of these programs with 
: regard to one commodity that doesn’t cause a lot of repercussion 
: on other commodities. 

° I would like to have Mr. Hughes stand up so you will know who 
I am talking about. I hope you will have an opportunity to ask 
him some questions. 
; : (Mr. Hughes stood briefly.) 
F : Senator Scorr. Are you going to have to leave us now # 
Senator Curtis. Yes. 
‘ Senator Scorr. Well, we appreciate your coming by and saying this, 
. Senator. 
: Senator Thye asked us to say he regrets exceedingly that he will 
} be unable to attend this morning as he has te go to the Appropriations 
: Committee. 
I don’t want these folks to think that the various Senators are 


not here. We have got them at work on something else that is im- 
portant, too. 

Senator Youna. I think we have five members of this committee 
who are members of the Appropriations Committee. At one time 
there were only two of us who were both members of Agriculture and 
, Appropriations. I think there are at least five now. 

Senator Scorr. All right, we will hear our first witness. Go right 
ahead, sir, and give your name for the record. 


* 
ee aa 


STATEMENT OF KENNETH KENDRICK, PRESIDENT, NATIONAL 
ASSOCIATION OF WHEAT GROWERS, STRATFORD, TEX. 


Mr. Kenprickx. Mr. Chairman, my name is Kenneth Kendrick. I 
am a wheat producer from Stratford, Tex., and am president of 
the National Association of Wheat Growers, whom I represent here 
today. 
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We have a statement to make, which I will make for the National 
Association of Wheat Growers, and if there are questions, Mr. Chair- 
man, I would like to state now that I will be assisted by Mr. Herbert 
Hughes, chairman of the national program committee, National Asso- 
ciation of Wheat Growers, who has just been introduced; and Mr. 
Marion T. Weatherford, chairman of marketing and marketing re- 
search committee, National Association of Wheat Grow ers, who will 
answer questions. 

Senator Scorr. Well now, if you want to read your statement, it 
will be all right; or if you just want to summarize it and then we 
will put your full statement in the record, that is all right, too. 

Mr. Kenprick. I would like, Mr. Chairman, to read the statement, 
which is not too long. We will have a few appendixes and tables 
that will go in the record. We also have a letter from a group of feed 
dealers endorsing our program that we would like to have permis- 
sion to file with the record. Mr. Weatherford will take care of that 
later. 

Shall I proceed ? 

Senator Scorr. Yes; you may proceed. 

Mr. Kenprick. We wish to commend the committee for its decision 
to ho!d hearings on wheat programs in an effort to find the solution 
to our wheat problems. 

We wish to endorse the statement made by Mr. Herschel Newsom, 
master of the National Grange, who appeared before this committee 
June 7, in which he made an excellent statement in behalf of the 
domestic parity plan for wheat. 

You have heard the three general farm organizations during the 
testimony presented before this committee and ‘the solutions they ¢ offer 
to our wheat problem. You have heard three entirely different recom- 
mendations. This has been the situation for some years past and is 
one of the reasons for the organization of the National Association 
of Wheat Growers. 

It is even possible that this division of thinking could be responsible 
in part for the extreme situation we have today in wheat. We feel 
as wheat growers that it is our responsibility to convey to you the 
thinking of wheat growers not influenced by fears or ‘prejudice of 
other commodity groups who may hold controlling influence in any 
of the three general farm organizations. 

We have long postponed assuming our responsibilities, but in the 
past few years we have been rapidly working in the direction of 
assuming them. While we do not as yet represent all the wheat grow- 
ers in the Nation, we are well represented in most of the commercial 
wheat States and we believe our views closely reflect the thinking of 
wheat growers. 

The ‘agricultural surplus problem of the United States is largely 
a result of the demand for all-out production during the war. W rhile 
the surplus situation is most critical in the case of wheat, all agri- 
culture and all commodity groups must accept a measure of respon- 
sibility for these surpluses and are obligated to share in the sacrifice 
necessary in solving the problems. 

It <hould be noted that wheat producers have gone further than 
any other group of grain producers in adjusting their production in 
an effort to bring supplies into line with demand. Wheat acreage 
has been cut to the point that it is difficult to continue operations of 
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wheat farms. Price supports have been reduced drastically. In fact, 
we have gone so far in this direction that there is a question of wheat 
grc wers’ acceptance of marketing quotas for 1956. 

Senator Youne. The average acreage cut of wheat was approxi- 
mately one-third in the United States. 

Mr. Kenpricx. I would say that is about right; yes. 

Senator Youne. And the cut in price support for the next year is 
approximately 20 percent over last year and still more to come. It 
eventually will be about one-third. 

Mir. Kenprickx. That is right. 

Senator Youne. Do you believe that a wheat farmer can remain 
solvent having his price cut one-third ? 

Mr. Kenprickx. And his production cost still easing up a little? 
Senator, I don’t think so. 

Senator Young. I don’t think any sound agricultural leader would 
ever propose that a farmer could take that kind of a cut. 

Mr. Kenprick. In many parts of the country we have had 3 dry 


years in a row, Senator, in addition to that. The situation is pretty 


serious in the part of Texas in which I live, for example. 

Of course we have had good rains recently. We have an excellent 
crop of weeds, the first I have seen in 3 years. But there is going to 
be a grain shortage in my area. 

On the other hand, by comparison, feed grain producers have not 
been required to divert acres, they have not had cash penalties for 
seeding in excess of their allotments, and have done little to reduce 
production and avoid surpluses. 

We do not offer this statement in criticism of feed producers, but we 
think it is reasonable to suggest that feed producers should not object 
to a small amount of wheat moving into feed channels when little 
effort has been made to reduce feed production. 

Wheat has historically been used in substantial amounts for feed, 
particularly in feed deficit areas, and it is necessary to regain these 
historical markets. At a critical time in our history, and with our 
Nation at war, the demand for feed grain was so great that feed pro- 
ducers could not fill the needs. During 2 2 war years over 700 million 
bushels of wheat were used for feed. It is unrealistic to deny wheat 
producers a small portion of the feed grain market now when no real 
sacrifice has been made by feed producers to share in the postwar 
adjustment. 

In previous testimony before this committee certain statistics have 
been offered to show a tremendous increase in wheat acreage, using for 
comparison the years 1944-53. In our estimation this comparison is 
misleading. 

We have shown in appendix C, which is on back of this statement, a 
comparison that shows the actual planting of wheat in 6 years when 
farmers were free to plant without acreage controls, 

We call your attention to the fact that in 1944, a war year, great in- 
centives were offered farmers to produce war crops. One of these 
incentives was legislation passed by Congress to protect wheat farm- 
ers’ base acreage history for future ‘control programs in the very event 
they planted the so-called war c rops. This resulted in an abnormal 
<dliversion from wheat to other crops and is not representative of normal 
conditions. You can see appendix C on that. 
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The enactment of the Agricultural Act of 1954, which established 
price-support levels on a flexible basis ranging from 82414 to 90 percent 
of parity for 1955 and permitted the wider range between 75 and 90 
percent to become effective thereafter, as well as providing for new 
parity to become effective in 1956, makes it imperative to develop a 
practical and workable program for wheat. It is evident that this 
program will not cope with the wheat situation. 

We do not believe that 75 percent of parity will come any nearer to 
solving the wheat problem than 8244 percent or 90 percent or even 
100 percent. 

Senator Youne. Supposing wheat quotas were disapproved this 
month and Congress passed legislation raising support levels from 


50 percent to 65 percent, and raising the acreage allotments from our 


present 55 million acres to 62 million acres. Do you believe that farm- 
ers—even though price supports were 65 percent of parity—would 
still seed the 62 million acres? 

Mr. Kenpricx. Without marketing quotas? 

Senator Youne. Yes. 

Mr. Kenprick. I think there would be no inducement to hold down 
acreage there. My guess would be that we would seed probably 70 
million acres. I think at the low price, straight across the board, 
Senator, there would not be much inducement for us to hold our acre- 
age to the 62 million acres. 

Senator Youne. That certainly was the history in the past. You 
will recall in 1932 or 1933 the national average price of wheat was 38 
and 39 cents a bushel. You would think the year following those ex- 
tremely low price years farmers would reduce acres. But acreage 
went up in 1934 over those 2 previous years by 214 million acres. 

Farmers have all equipment, it is a basic crop, they either have to 
produce or get off of the farm. Farmers always live in hopes of get- 
ting a better price for the things they produce, so that when the seed- 
ing time comes they would seed those 62 million acres and we would 
have more of a sur plus than we have now. 

Mr. Kenpricx. That is the way it seems to us. 

Senator Youne. Wouldn’t there also be, for the f farmer, incentive 
to produce higher yielding wheat and lower quality wheat 

Mr. Kenorickx. He could do everything he could to increase his 
yield. He would have no alternative. He is trying to make a liv- 
ing, Senator. Human nature being what it is, he would do everything 
he could to make what he could on his farm, certainly. 

Mr. Weatuerrorp. I would like to make a comment, Senator. 

Senator Scorr. Give your name for the record. 





STATEMENT OF MARION T. WEATHERFORD, CHAIRMAN, MARKET- 
ING AND MARKETING RESEARCH COMMITTEE, NATIONAL 
ASSOCIATION OF WHEAT GROWERS, ARLINGTON, OREG. 


Mr. Wratuerrorp. Marion Weatherford. 

It seems to us, Senator, that the wheat producer would not be inter- 
ested in the price support at 65 percent of parity and because the price 
support of corn would be higher than the price support on wheat, 
the farmer would expect to market his wheat in the open market under 
the protective support umbrella of corn. 
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Therefore, he would undoubtedly seed all of his acreage to wheat, 
and probably the seeded acreage would go up very much more than the 
62 million acres, and we would have tremendous quantities of free 
wheat in the open market in competit ion with feed grains. 

Senator Youne. I suppose that those proposing that kind of a pro- 
posing that kind of a program—65 percent supports and 62 million 
acres of wheat—would also, if that kind of program was approved 
by Congress, then propose a lowering of corn supports from the pres- 
ent 87 to perhaps 75 percent of parity or something like that. 

I think it is the general thinking of the people who have been 
making these proposals that no price support should be higher than 
about 75 percent of parity. Of course when you get to setting price 
support at 65 or 75 percent of parity, you might as well not have any. 


STATEMENT OF HERBERT J. HUGHES, CHAIRMAN, NATIONAL 
PROGRAMS COMMITTEE, NATIONAL ASSOCIATION OF WHEAT 
GROWERS, IMPERIAL, NEBR. 


Mr. Hucues. It seems to me the farmer will look at this program 
something like the purchaser of an insurance 3 policy. 

I should have given my name. Herbert J . Hughes, from Nebraska. 

He gets a certain amount of price protection for a premium, and 
the premium is reduced production. Whenever that premium gets too 
expensive for the protection offered, he is pretty apt not to buy the 
policy y. I feel that is just about the situation we find ourselves in. 

Senator Youne. Do you believe price supports should be based on 
quality — 

Mr. Kenpricx. Yes. 

Senator Youne. I have some questions I want to ask. I will wait 
until you get to that point, how ever 

Mr. Kenvricr. The flexible price support program carries exactly 
the same controls and limitations for wheat growers and wheat mar- 
keting as the high rigid support program. 

The flexible price support program will not increase movement of 
more wheat into use or out of Government storage than the higher 
supports. Neither will it reduce production to bring it into balance 
with consumption. The only fundamental difference between fiexible 
and higher supports for the commodity of wheat is to reduce the price 
of wheat and the income of wheat produce ers 

The theory of flexibility no doubt is sound when applied to some 
crops and some areas, particularly those for which price has a definite 
influence on production and consumption. 

Senator Youne. I think you said something very important there. 
I think price does have an influence in the production of some crops. 

Mr. Kenprick. Yes; we admit that, and agree with you. 

Senator Youne. But it doesn’t in others, or it has very little. 

Mr. Kenprick. Wheat simply doesn’t follow price very readily. 
Such is not the case for wheat as lower prices will not reduce produc- 
tion in the commercial areas where most of the wheat is produced, and 
certainly would not increase consumption. True, the lower support 
levels that will be in effect under the new act will reduce the price of 
wheat, but not sufficiently to permit it to move into secondary uses. 
Prices for secondary uses of wheat should not determine prices for 
the primary use of wheat which is food. 
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Our association believes that there is one fundamental principle 
which must be incorporated in any successful long-range program 
for wheat. That principle is that the program must move wheat 
into use and avoid the accumulation of large supplies in Government 
storage, and at the same time provide sufficient return to the grower 
to maintain a continuing operation and decent living standards. 

The present supply situation in wheat presents some real problems 
which cannot be avoided regardless of which kind of a program is in 
effect. 

In building a long-range program for wheat there are several 
basic principles that should be kept in mind. Such a program should: 
1. Give protection against unduly low returns to wheat producers; 
this is to be accomplished by retaining the loan features of existing 

legislation at stop-loss levels. 
Provide parity on the amount of wheat used for domestic human 
consumption. 

3. Provide self-financing operations with the appropriation of 
ene funds to be limited to cover administrative costs. 

Assure free movement of wheat on a competitive basis through 
conan nongovernmental trade channels at home and abroad. 

Assure freedom of operation on individual farms with as little 
governmental regulation as possible. 

Senator Younc. If wheat supports were 65 percent of parity, let’s 
say, that wouldn’t necessarily make it competitive in the world mar- 
kets, would it? 

Mr. Kenpricx. I believe not, sir. It still would require a small 
subsidy—some subsidy—in order to be competitive, if my figures are 
correct., 

Senator Youne. I think we are subsidizing foreign exports or 
world exports of wheat at about 70 cents a bushel or a little more 
now. If we set our price of export wheat at say $1.30 a bushel, the 
Argentine could set their price still lower than that, and get rid of 
their wheat, and we would still be holding ours. 

Mr. Kenprickx. And actually would not have accomplished any- 
thing. 

Senator Younc. Two-price is the only plan that I know of that 
would make it truly competitive in all of the foreign markets. 

Mr. Kenprickx. We believe it would, sir. 

Senator Youne. I think you are right, too. 

a KeEnprick (continuing) : 

. Be acceptable to producers, handlers, and processors. 
. Provide for simple and practical operation and administration. 

8. Stimulate maximum economic use and consumption of wheat in 
all channels of trade, thereby minimizing the need for production 
“— iction measures. 

Promote the conservation of our natural agricultural resources. 

10. Encourage the production of higher quality wheats with full 
recognition of quality factors. 

A “plan built around the above framework would be quite similar 
to the domestic parity plan, sometimes referred to as a two-price plan, 
the principles of w hich are embodied in Senate bills 1750 and 1770. 

Under this plan the farmer would realize 2 levels of income for his 
wheat, but there would be only 1 price level in the market place with 


differentials for grade and quality. This is a very important feature: 
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and should be kept in mind when comparing this plan with other 
2-price plans which do provide for 2 prices in the market place and the 
resultant confusion of policing 2 differently priced pools of wheat 
through market channels. 

Domestic parity plan is not a complete farm program in itself as 
it — amend only that portion of the Agricultural Adjustment Act 
of 1938 relating to parity payments for wheat and would make no 
a basic changes in the farm program as we know it. 

Under the domestic parity plan producer loans would still be i 
effect but at lower levels than at present. It has been suggested th: 
they should be at a level not less than the loan rate per pound for corn 
in order to protect the corn producer from undue competition. The 
loan at this level would be protection against disaster and would help 
the farmer to carry through a glutted market season, enabling him to 
take advantage of a better market later on, selling his wheat and then 
paying off the loan. We believe this plan would accomplish the 10 
points previously mentioned. 

The domestic parity plan has several advantages not characteristic 
of other plans. They are as follows: 

1. 1t would be largely self-financing, doing away with the necessity 
for such large appropriations by Congress for support programs or 
for export subsidies. We know that the cost of the International 
Wheat Agreement has been a matter of some concern, and a real effort 
was made in the renewal proceedings to negotiate a maximum price 
that would require less subsidy. This financing feature alone should 
make this plan popular with an economy-minded Government as well 
as with taxpayers. 

2. With wheat available at competitive prices for all uses including 
wheat and wheat products for export, as well as for feed and industr ial 
uses, there should be an increase in total disappearance, thereby mini- 
mizing the need for production controls. Each farmer would in effect 
adjust. his own production according to his individual enterprise, tak- 
ing into consideration conditions affecting it. With price protection 
on his share of the domestic market each farmer could decide whether 
or not he wanted to produce wheat in excess of that amount for other 
uses at lower prices. No doubt, some would divert acreage. to other 
crops when it could be done profitably. Others, in areas where crop 
diversification is not practical no doubt would raise wheat in excess 
of their share of the national parity allotment, as that would probably 
be the most efficient use of their land. 

Senator Scorr. Might I say there is equipment too, once he got 
combines and all of those things. He either got them financed and 
maybe not paid for, but you would wear it out rather than buy some- 
thing else. 

Mr. Kenpricx. That is right. A third of your land is in wheat 
and you have equipment for twice that acre: ige. (Continuing :) 

Conservation farming would be given a boost as acres for this pur- 
pose would not be competing with production of high-priced wheat 
as In the past. 

3. It would reduce Government activity in the grain business. 

4. Under this plan the small wheat farmer would have opportunity 
for more economic benefit. That portion of his wheat produced in 
excess of his domestic allotment could be profitably fed to livestock 
and poultry on his farm or within his area. 
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5. This plan would add little or no cost to the consumer of proc- 
essed items. The cost of the raw material in grain products is so 
small that price to the farmer does not have much to do with the 
retail price to the consumer, and at present millers are paying 
premiums for quality wheat. 

I know. Mr. Chairman, that you all are aware that up to the last 
5 or 6 years that the price of bread has advanced 2 or 3 cents per loaf, 
and during that same period the price of wheat has gone down 60 
or 80 cents a bushel. So the relationship there is very minute com- 
paratively speaking. (Continuing:) 

Retail prices are based on approximately a parity level and under 
this plan they would continue in about the same relation to parity. 
One hundred percent of new parity would be less than 90 percent of 
old parity. 

6. Another 

Senator Youne. Could I ask you a question at this point? 

Mr. Kenoprick. Yes, sir. 

Senator Youne. Did you read Secretary Benson’s speech, deliv- 
ered at Kansas Wheat Field Day on May 27? 

Mr. Kenprick. Yes, sir, I have read that. 

Senator Youne. I would like you to read this part of it, Mr. Chair- 
mamn. Then I would like to have your answer to it. 





It seems to me that all of the figures I have cited raise a basic question re- 
lating to the proposals for a two-price or multiple price of wheat—for the im- 
plementation of such a program had been put forward and widely discussed 
over the past 30 years or more. Such plans have been introduced during 
their present session of Congress. 

The first premise is that this country should produce around 1 billion bushels 
of wheat each year to utilize its resources most effectively. Historically about 
half a billion bushels are consumed for food domestically during each year. 
Stated in simplest terms, the plan is to give the farmer a high fixed guaranty, 
perhaps at 100 percent of parity, for the 500-million bushels used for food within 
the United States. The rest of the annual production would either be supported 
at a much lower rate or allowed to seek its own price level as it moves into 
export channels and livestock feed outlets within this country. 

Now let us apply this formula to a hypothetical case in Kansas. Let us assume 
that Farmer Brown produces 2,000 bushels of Chiefkan wheat, almost none of 
which is likely to find its way into domestic food consumption. His neighbor, 
Farmer Jones, produces an equal amount of fine Comanche wheat, most of 
which will probably move into food use. 

Does Farmer Brown get 100 percent of parity for 1,000 bushels of inferior 
wheat? And does Farmer Jones get a similar return for the same amount of 
high-quality wheat? 

Does the Dakota wheat farmer who has been producing top quality hard 
spring wheat for the commercial trade get the same treatment as his cousin in 
another area who has been growing much of his wheat for the Government 
loan? 


Now what is your answer to that? 

Mr. Kenptox. Senator, with your permission, Mr. Chairman, we 
have a little sketch on the blackboard back here, and I would like to 
ask Mr. Weatherford just to get up there and go through that. I 
think it is self-explanatory. I think it will answer the question of 
whether or not the two-price system offers incentive for producing 
quality wheat. 

I believe that is the question that is before us now. 

Mr. Weartuerrorp. Mr. Chairman, we have worked out on the 
board the way the domestic parity plan for wheat would actually 
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operate for four different farmers who each were producing a dif- 
ferent type of wheat. 

We have first on the left a farmer who is producing Durum wheat. 
We have used the same amount of wheat for each case: 1,000 bushels. 

Now currently the price of Durum wheat is about $3.50 a bushel. 
It has been higher during the past year, and it may be a few cents lower 
than this at the moment. But for purposes of this illustration this 
approximates the current market value. 

Under the certificate plan the farmer who produces a thousand 
bushels of wheat will sell his wheat in the market for whatever price 
it will command. His Durum wheat will command a price of $3.50. 
So that is a total income from the market sale of the wheat in the 
amount of $3,500. 

As the Secretary has indicated in his speech that you referred to, 
Senator Young, about half of the domestic production moves into 
domestic human consumption, and the certificate plan would return to 
that farmer a certificate the value of which is the difference between 
average market price—as estimated by the Secretary for the coming 
year—and 100 percent of parity. 

For the purpose of our illustration we have used as the value of the 
certificate 50 cents as being the difference between the average market 
price as estimated by the Secretary and 100 percent of parity. 

Now oar farmer’s domestic share of his production or his market is, 
we will say, for the purposes of this illustration, 50 percent of his 
prediction. So he receives a certificate for each bushel of his share 
of the domestic allotment. He produced a thousand bushels, so he 
will have 500 certificates which have a value of 50 cents each which 
gives a total value of his certificates in the amount of $250. 

So when he cashes his certificates he will receive an additional $250, 
making his total income from his 1,000 bushels of wheat $3,750. 

The second farmer that we have represented here produces a thou- 
sand bushels of hard spring wheat. That is high in protein—shall we 
say 17 percent? And the value of that kind of wheat on the market is 
$2.40 for the purposes of our illustration. 

Senator Youne. Right now, top protein hard wheat is selling for as 
much as 70 cents a bushel premium. 

Mr. Wearuerrorp. Perhaps we are a little conservative in our esti- 
mate here. 

Senator Younc. You can add on about 50 cents a bushel. 

Mr. Weatuerrorp. Is that so? 

Senator Youne. Yes. 

Mr. Weartuerrorp. Well, if you will accept this figure for purposes 
of cur illustration ? 

Senator Youne. Yes. 

Mr. WratTHerrorp. From the sale of his 1,000 bushels of hard spring 
wheat he will receive $2.40 a bushel or a total of $2,400, and he will 
receive the same amount of certificates and at the same value, which 
makes his total income $2,650 from the sale of his premium hard spring 
wheat. 

We have here, in representing the third farmer, who is producing 
the ordinary type of wheat, should we say hard red winter, possibly 
produced in Kansas, of ordinary protein—probably 11 percent, and he 
also produces a thousand bushels that has under the certificate plan 

64440—55—pt. 1———-11 
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an average market price of $1.60, a very good wheat for breadmaking 
or for other purposes, and bringing the average market price. ‘ 

When he sells his 1,000 bushels on the open market the best price he 
can command in the open market with competitive bidding is $1.60 a 
bushel, which brings him a return of $1,600. He also receives the 
same number of certificates that have the same value totaling $250, 
which added to his $1,600 gives him a total of $1,850. 

Representing the fourth farmer who has raised the poorer type of 
wheat, should we say in an area perhaps that is unfortunate enough 
to have foreign plants mixed in with it—perhaps it is garlic, or per- 
haps the weather has turned hot at the most inappropriate time and 
the wheat has become shrivelled and shrunken, and it is not a milling 
quality, it is a poor-quality wheat. This farmer has produced a thou- 
sand bushels of this poor-quality wheat, and the best price he can 
command from a feed dealer or any grain dealer is $1.25 a bushel. 

He sells his 1,000 bushels for $1.25 a bushel and receives a check 
for $1,250. 

He receives the same number of certificates at the same value of 
50 cents, and cashing the certificates he gets $250, which augmented to 
his income of $1,250 gives him a total income from his thousand 
bushels of wheat of $1,500. 

Now, Mr. Chairman, it is perfectly obvious to us that this plan 
offers a very great incentive for each wheat producer to grow the best 
type of wheat that he can, because he is competing in the open market 
place and the open market will determine the price that he will receive 
for his wheat. 

At present you will realize that the price he receives for his wheat 
is based on Government loan, and even if it is a poor-quality wheat he 
can receive the Government loan price. 

With provision for differentials for grade and quality, the in- 
dividual who is producing a high premium or a high quality milling 
wheat will receive much more income than the individual who is pro- 
ducing a poor-quality wheat. 

It is our belief that this plan comes closer to offering the necessary 
incentives for production of high quality wheat than any other plan, 
and I am sure, Senator, that the Secretary is not aware of the effect 
of the plan. 

Senator Younc. Of course you could make this program reflect 
still further quality production of wheat, by basing your parity pay- 
ment on quality. 

For example, some types of wheat I don’t believe should have price 
supports of any kind; and there are some of those types produced in 
all areas of the United States. 

Let me give you one example: we got some durum wheat imported 
this year known as Golden Ball. It came from Canada, Ordinarily 
they produce a very high quality of wheat in Canada, but this one 
has a very poor quality. Actually it has no worth at all as a human 
food. But we called the Department of Agriculture to find out if 
there would be a price-support program on this Golden Ball wheat 
and they say “Yes,” because it falls within certain type specifications. 

Now if the experiment stations of the United States are saying that 
certain types and kinds of wheat have no value for human food con- 
sumption, I don’t think you ought to give them even this certificate 
payment. You could work that into this program, couldn’t you? 
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Mr. Weatuerrorp. Senator, we are in agreement with your thinking 
in this matter. 

At the last meeting of the National Association of Wheat Growers 
the committee on marketing and marketing research made such a rec- 
ommendation to the Secretary. 

I would like to point out, however, that there has been some question 
about the allocation of numbers of certificates. It has been mentioned 
that if an individual produces durum wheat, that he should receive 
certificates on all of his production. 

Gentlemen, we believe that the quality of his wheat and the fact 
that he is able to sell all of his wheat at a top market price, plus the 
value of the certificate on half of it, constitutes an outstanding pre- 
mium; and we believe that it would be compounding the premium, 
offering a double premium, to give him certificates on his full crop. 

Actually, when the full effect of open market price is in force, pre- 
miums are automatically received by the farmer who produces a good 
quality wheat, and discounts are automatically received by the individ- 
ual producing a poor-quality wheat, and the penalties and the pre- 
miums are relatively automatic, sir. 

Senator Youne. What is so terribly wrong with our present pro- 
gram is that presently, for example, hard spring wheat, as I pointed 
out—some of it is grown in Montana— is now selling for a premium on 
the Minneapolis market for as much as 70 cents a bushel—or around 
$3 a bushel. Actually that wheat has a lower price support than 
wheats produced in other areas of the United States where the cash 
price is way below support levels, and where there is no demand at 
all for it for human food consumption. 

Off the record. 

(Discussion off the record.) 

Senator Youne. Back on the record. 

So long as we provide higher price support for low quality wheat, 
which is only good for feed purposes, than we do for top quality wheat, 
which is in great demand for baking, that would destroy any kind of 
a price support program. That is exactly what we are doing today, 
and it would do it whether it was based on 65 percent support, 75 
percent, or 90 percent support. 

Mr: Kenpricx. Mr. Hughes, do you have any comments you want 
to make now ¢ ; 

Mr. Hveurs. I have a couple, yes. 

It seems to me the sooner that we embark on a program that we 
will give the benefit of quality and make them get it in the market 
place and not try to do it with loan, the better off we will be. 

Now, exactly, the situation you bring out occurs in this area. TI, 
myself, produce the wheat that commands a premium. Yet, admin- 
istratively, it would be very difficult to apportion the certificates on 
the basis of quality. The only place to provide the incentive is in the 
market place. 

Senator Younc. The durum producer would receive about $3.75 
a bushel based on those figures, and the hard spring wheat about 
$2.65 a bushel, ordinary about $1.85, and the poor quality would 
bring $1.50 a bushel. That is quite an incentive in production. 

Mr. Kenprick. The difference in price per bushel is considerable 
incentive, yes. 
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Senator Youne. Have you studied this new two-price proposal 
proposed by Dean Kelso? I read it recently in the GTA Digest, 
which is a Farmers Union Grain Terminal publication. 

Some of these proposals sound very attractive. I would like to have 

you read it. 
* Mr. Hueues. I should like to say, Senator, it seems to us, in reading 
the Secretary’s speech, we can see nothing in the present program or 
anything he proposed that would correct the situation, as we now 
have it. 

Senator Youne. Well, I think that this Ape that I commented 
on a while ago that the Secretary made in Kansas, was one of his 
better speeches and he recognized that price supports had to be made 
on quality. You had to have a price differential to reflect good quality 
in wheat. I think he plans to move in that direction. In fact , he 
started out to do it, I think it was a year ago in April, and announced 
certain price support differentials. In July he canceled them again. 
But at least he recognizes the need of better price support differ- 
entials. 

Mr. Kenprick. Some sort of incentive for quality production of 
wheat is necessary. 

Senator Young. And isn’t that thinking prevalent among wheat 
producers in the whole of the United States? It certainly is in our 
area. 

Mr. Hueues. I think it is recognized and there is a great demand 
for something to be done about it. 

I would like to add one word of caution, by using an example. The 
administrative difficulties of trying to do this at a loan rate. In my 
particular area, we grow hard red winter wheat which is of a quality 
that commands a premium. All of it is on the market and none is 
delivered to commodity credit to speak of. 

Now it Just happened this past year that an area immediately north 
of us, about 25 or 30 miles, that normally produces the same yarieties 
we do and did this year, encountered a bad spell of weather right at a 
time when the wheat was in the dough stage. Our wheat was far 
enough along that it was ripe and it didn’t affect it. But this wheat 
was at a stage where it did. The premiums offered to them by the mill 
buyers were 20 cents a bushel lower 30 miles north of us on the same 
variety of wheat than those offered in our area 

Now, it would be very difficult to anticipate that sort of thing in 
a loan structure. That is why I made the remark that it is very hard 
to do this. I think we can help the situation with a loan-rate struc- 
ture, but you can’t entirely cure it. 

Senator Youne. I think you are right; you can’t entirely cure it. 
But certainly the loan rates for wheat we know isn’t good for anything 
but livestock feed shouldn’t receive the same price support as top 
quality wheat. ‘There are certain types of wheat that are poor. 

Mr. Hugues, That is right. 

Senator Young. Isn’t it true, too, Mr. Hughes, that the top quality 
wheat is usually lower yielding? 

Mr. Hugues. Generally, that is true. Sometimes the earlier vari- 
eties are poor quality and they plant them because they want to spread 
their harvest. There are a number of reasons why they use them 
besides yielding. 
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Senator Youna. If all farmers planted only top quality wheat that 
in itself would tend to reduce the produ tion, and, of course, there 
would be greater demand for the better wheat. 

Mr. Hugues. Very true. 

Senator Youna. | have talked with farmers in both England and 
Germany. They produce a wheat there thi at it is comuson to yield 70 
bushels to an acre, but it is not nearly as good a quality of wheat as 
we have here. 

You could take some of those varieties with greater rainfall here, 
and pour on the fertilizer and probably get 75 bushels to an acre here. 

Mr. Hveues. That is right. 

Mr. Weatnerrorp. At this point in the record, Senator, I think it 
might be well to show a very brief excerpt from a publication called 
the Wheat Situation which is put out by the agricultural marketing 
section of the United States Departme nt of Agriculture, and this is 
dated February 28, 1955, w ith a code No. WS142. 

And on page 9, the title “Each class of wheat has particular food 
uses and price factors. Production by classes in fairly ‘definite areas.” 

And I think a couple of sentences are important: 

Each class has its particular food uses: Hard red spring and hard red winter 
wheats are suited especially for bread flour when they contain relatively large 
amounts of strong, elastic gluten, and of other properties needed in breadmaking. 
Some of the red winter and soft white flour are both generally low in protein, 
and because of this characteristic are especially suitable for pastry, crackers, 
biscuits and cakes. Durum wheat is processed into semolina, a coarse grind, used 
in making macaroni and spaghetti and related products. 

Then the next paragraph: 

The differentials between the price of the various classes of wheat are influ- 
enced by changes in the different demand and supply situations. The below- 
average quality of hard red winter in 1952-53 and 1953-54, which resulted from 
unfavorable growing conditions, and not from a change in variety, caused prices 
to be lower relative to prices of hard red spring wheat. 

I thought the record ought to show that the matter of quality iS 
not always a matter of varieties. 

Senator Young. I think that is true. Montana probably produces 
the highest. protein wheat in the whole United States, and I think it 
is due a whole lot to their climate and soil conditions. 

I know in North Dakota—the protein content is higher if you put 
it on ground that was summer-fallowed the year before. Of course, 
the protein content varies with the season. One year you will have 
a lot of high-protein wheat, and the next year most of it will be com- 
paratively low protein. 

Mr. Kenprick. That is right; and weather conditoins, within a 
short period, can affect quality adversely. 

Senator Magnuson. May I interrupt? 

Senator HoLtuanp. Yes, Senator Magnuson. 

Senator Magnuson. I am one of the cosponsors of one of these 
pieces of legislation, as you know. We grow a lot of wheat out in our 
country, and most of the farmers I have talked to—the wheat farm- 
ers, and we have a new association—Don Moos is here representing 
the Washington Association of Wheat Growers, are quite concerned 
over this whole problem. I am no expert on these matters, but I do 
know they have discussed this and mulled it over a long time, and come 
up with this conclusion which is embodied in this legislation. It may 
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not be perfect; it may not be the whole answer, but there is a distinct 
realization that with the flexibility of the farm program, particularly 
as it effects wheat, and with the differences in perity we are going to 
have to do something or otherwise it may be disastrous for the 
wheatgrowers. 

And particularly, as you well pointed out, the tendency is to forget 
about the quality of wheat and just grow, if you get the chance. 

Senator Youna. That will destroy our whole program. 

Senator Magnuson. Yes. 

Senator Hoiianp. Senator Magnuson, don’t your people also feel 
that any rigid program which didn’t make a distinction between the 
uses to which the wheat could be put and the differences in breads and 
varieties would in itself defeat its purposes. 

Senator Magnuson. I would think so, because as well pointed out 
here, to coin a phrase, wheat is—— 

Senator Hoxtianp. In other words, what has got to be done is to 
work out something new. 

Senator Magnuson. Yes. 

Senator Hotitanp. Thank you very much, 

Senator Magnuson. Thank you. Now I will go. 

I am sure you people will be glad to hear from Mr, Moos if he 
desires to say anything. 

Senator Hottanp. We certainly will. 

I want to ask you about one more thing. I am no expert in this 
field, but it has always seemed questionable to me as to whether durum 
should be considered in the same grouping at all or should be subjected 
to the same system. Of course, the law passed last year at Senator 
Young’s suggestion—and I think this whole committee supported 
it 





Senator Young. That is right. 

Senator Hotianp. Took one step at least in an effort to disjoint 
it from the program. 

Just what was the effect of that act, Senator Young? If you don’t 
mind stating it. 

Senator Youna. There is an extreme shortage of durum wheat. 
This legislation permitted farmers to plant any amount of wheat on 
land that was suitable for that purpose in those four States. 

Senator Hotxianp. In other wel it took off the allotment require- 
ments for planting of durum in the areas where it was known that 
durum might be produced ? 

Senator Younc. And as a result, durum-wheat acreage was in- 
creased by at least 700,000 or 800,000 acres. Probably all of the seed 
that was available was planted. If it is not attacked too severely 
this year by rust, we will produce—not as much as we need in this 
country—but we will approach our needs. The situation will be far 
better than it would have been otherwise. 

Senator Hotitanp. My personal reaction was that we were going in 
the right direction. In view of that fact, I wonder if the witness 
would indicate why he feels that this program would involve the 
issuance of a certificate on the durum eine or whether it is better 
just to declassify it entirely and give it complete separate treatment. 
Apparently, here in this program that he is suggesting he would 
require the issuance of a certificate even for production of durum. 
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Senator Youne. The present situation is, I think, a rather tempo- 
rary one. Durum wheat over the years has been approximately the 
price of hard wheat in our area a would average a few cents hgher 
than durum wheat. We have 4 new varieties—I suppose we have 
15,000 or 20,000 bushels of- hae may be more rust resistant and if 
they are we may catch up with domestic needs again. 

Mr. Weatnerrorp. I think Senator Young has made a very import- 
ant point there. These situations are not always permanent. Some are 
more or less of a temporary nature, such as the current shortage of 
on wheats. Furthermore, individual farm operations vary from 

ear to year, and it is difficult to forecast or to determine in advance 
wheter aman will grow durum—and in addition to that it is difficult 
to tell whether or not durum will be of a quality that is high enough 
to command the premium price. Weather conditions may be such 
that it will alter the quality so that it won’t have the demand that 
we ordinarily think of for durum. 

Furthermore, I should like to point out that under the domestic 
parity plan, Senator, there are no penalties. If this plan had been 
in effect it would not have been necessary to pass legislation last year 
because there will be no penalties for overproduc tion aside from the 
fact that the man is not entitled to his certificate. There will be no 

cash penalties as there is under the present law. 

Senator Youne. One of the criticisms of this program though, I 
think comes from corn producers or producers of other feeds, aren’t 
they afraid that these lower prices for wheat. will be competitive with 
corn? What is your answer to that? 

Mr. Weatuerrorp. Senator, Mr. Kendrick has some comments on 
that in his testimony, and I would like to offer for your consideration 
that he proceed. 

Senator Youna. Very well. 

Mr. Weatuerrorp. If that is satisfactory. 

Senator Hotzianp. All right, Mr. Kendrick, you may proceed. 

Mr. Kenprick. We were dealing with some advantages of the do- 
mestic parity plan. 

No. 6. Another advantage previously mentioned but very impor- 
tant is, one open-market price, competitive, fluctuating according to 
supply and demand with premium wheat continuing to ‘benefit by that 
premium on all wheat sold and not just on the domestic allotment. 
The farmer would again have to merchandise his product and be on 
his toes in order to take advantage of the best market. 

Although the present supply situation demands production controls 
on wheat regardless of which price-support program is in effect, the 
domestic parity plan will work toward a program of full use and 
maintained production and will direct wheat production into use 
rather than into storage. 

There have been some objections raised to this plan and we feel 
constrained to comment upon 1 or 2 that may need clarification. First, 
some have expressed concern lest, under this plan, the consumer might 
make the accusation of bread tax, resulting in a building up of con- 
sumer resistance and criticism to the plan. It has been said that 
under this plan the houswife would be paying more for her wheat 
products than the consumer of American wheat abroad, or’ the live- 
stock on our farms. In this regard it should be pointed out that 
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under the domestic parity plan for wheat the situation would be no 
different than it is at preesnt. From now the foreign consumer is 
receiving wheat products a lower price through our subsidy program. 
Consequently, we cannot see that this argument has any definite 
bearing on the program. This possibility has been discussed with 
some of the bakers, and I have been informed that they have taken 
no official position regarding this matter. However, in discussing 
it with several millers, I find they must pay a premium in order to 
get the quality wheat they need in their milling business. There is a 
possibility they are paying above parity at the present time for 
quality wheat. If that 1s the case, this plan should not raise the cost 
of wheat for milling into flour. In fact, it probably would have an 
influence in the opposite direction. 

This plan would encourage the production of quality wheat of the 
types desired by millers. The free open-market price with quality 
differentials again in the picture would discourage production of un- 
desirable wheat varieties, and may result in an increased supply of 
quality wheat. In this case the miller would be able to get quality 
wheat at a lower price. 

Senator Youne. Under the present program the Federal Govern- 
ment has accumulated a considerable amount of low-quality wheat 

I contend that we would be doing that if we followed the same 
policy that we are now, giving the same price support for top quality 
as you are for poor quality. 

Even if the price were based at 65 percent of parity, we would still 
be accumulating a poor quality wheat. 

Mr. Kenprcx. That is right. 

Senator Youne. Sooner or later this poor quality wheat is going 
to find its way to the food market. 

Mr. Kenprick. Senator, in that connection I would like to point 
out, in examining the record of the amount of wheat being fed for 
livestock purposes from 1942 to 1952, I found that we fed during that 
10-year per iod an average of 240 million bushels per year average. 

In 1953 we fed only 60 million bushels of wheat 

The wheatgrower is interested in getting only the market that he 
has historically held. 

Senator Youn«a. He is entitled to that, too. 

Mr. Kenprick. I mean in the fringe area, the feed-deficit area, it 
doesn’t seem to be practical to us to ship other grains 1,200 and 1,300 
miles in some instances, when in those areas we have every available 
storage space filled with wheat that could be used for those purposes. 

We must have a program that will encourage the feeding of some 
wheat in feed-deficit areas. (Continuing :) 

The loan feature of the domestic parity plan at a level lower than that which 
has been in effect was put in there primarily to protect the corn and feed pro- 
ducer from undue competition from wheat as feed. With a support at a level 
comparable to the support for corn on a pound for pound basis it is quite certain 
that wheat would not compete with corn to any great extent in the commercial 
corn area. The transportation costs between areas of surplus wheat production 
would prohibit the movement of this wheat into corn producing areas. In regard 
to wheat raised in the corn areas, I have been told by many corn producers that 


if wheat and corn were available at comparable prices, corn would be fed. (See 
Appendix B.) 


Senator Youna. I think that is true. 
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Mr. Kenprick continuing: 


Some opponents to this plan state that it would not be fair te distribute do 
mestic allotment certificates on an equal basis across the Nation, pointing out 
that some areas produce wheat, a higher percentage of which moves into do 
mestic consumption. In answer to this, I would like to state that we have 
to start from where we are, not from where we would like to be. The distribu 
tion of wheat acreage allotments does not give consideration to this factor except 
as in extreme cases such as durum wheat. Also, under our plan the producers 
of the more desirable types of wheat would receive a higher price in the 
market piace for ll of his production sold than would the producer of the less 
desired types. In spite of this the value of the income certificates would be the 
same to all growers This results in the producer of the more desired types of 
wheat getting a higher return than would the producer of the less desired types 


We demonstrated this on the board here. 


Mr. Chairman, it appears to us that the domestic parity plan is a middle-of 
the-road approach to solving the wheat problem. In effect, it would meet the 
aims, to some extent, of both the rigid and flexible price support proponents, as 
it would provide full parity for domestic consumption and permit the principle 
of flexibility to app'y to the surplus portion of the crop. 

If Congress should see fit, we would be just as happy to have them pass legis- 
lation enacting a domestic parity plan for wheat rather than going through 
the procedure of presenting it to farmers by referendum. However, it may be 
desirable to follow the latter course in order that farmers may have the oppor 
tunity to express themselves. Certainly, the results of a referendum on domestic 
parity could be no more serious or far-reaching in effect than a negative vote 
on marketing quotas. 

That concludes my statement. 

Senator Youne. Do you have these figures presented on the black 
board in the form of a chart ? 

Mr. Weatuerrorp. We can supply it. 

Senator Youna. I think you had better, and then you can place 
them in the record very easily. 


Example of incentive to produce quality wheat under the domestic parity or 
2-price plan as contained in S. 1750 and S. 1770 


(For purposes of this illustration we will assume: Each farmer's domestic parity allotment=50 percent of 


average production; average production =1,000 bushels; value of certificate = 50 cents) 
Farmer --- Able Better Custom Zileh 
Kind of wheat Durum Northern Hard Garlicy 
Spring W inter 

Bushels to sell 1, 000 1, 000 1, 000 1. 000 
Open competive market pric X $3. 50 x $2. 60 x $2. 00 <$1. 60 
$3, 500. 00 $2, 600. 00 $2, 000. 00 $1, 600. 00 
500 certificates, at 50 cents 250. 00 250. 00 250. 00 250. 00 
Total income 3, 750. 00 2, 850. 00 2, 250. 00 1, 850. 00 


Norte.—It is apparent that the domestic parity plan provides ample incentive to produce good quality 


wheat, and discourages production of unsuitable varieties 





Mr. Kenprick. We offer a summarized statement of the bills, 1750 
and 1770, appendix B and C, a couple of charts, also. 
Senator Youna. Do you wish to have those placed in the record ? 
They will be so placed. 
AprpENbDIx A 
SUMMARY OF BILLs FoR MARKETING CERTIFICATE PLAN ror Wrerat 8. 1750 Anp 
S. 1770 


Senate bills 1750 and 1770 provide that at the time of voting on national 
marketing quotas, farmers be given the opportunity to vote on whether or not 
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they favor a marketing certificate program in lieu of marketing quotas. (Since 
it is too late to include this in the referendum to be held June 25, it might be well 
to consider these bills without the referendum provision. ) 


WHAT IS INTENDED 


A. How certificates would be issued to growers 

1. Each certificate would reperesent 1 bushel of wheat, 60 pounds net weight, 
exclusive of dockage. 

2. The value of each certificate would be equal to the difference between full 
parity price and the market price or loan rate (whichever is higher) as deter- 
mined at the beginning of the marketing year, and would remain constant 
throughout the marketing year. 

3. Number of certificates each year would equal amount of wheat estimated 
to be used for all human food purposes in the United States. 

4. Certificates issued to each farm would be that farm’s share of the national 
domestic consumption for human food, allocated on basis of a percentage of 
the normal yield of the acreage allotments already established. 

5. Certificates would be issued to producers through the Commodity Credit 
Corporation, which would buy and sell them at the value proclaimed for each 
marketing year. They would be issued as soon as practicable after the amount 
of certificates has been determined. Payments would be made out of a revolving 
fund described below. 

6. Certificates would be issued to the farmers on the basis of the normal yield 
of the acreage planted to wheat under the allotment program during the three 
years immediately preceding the marketing year in which certificates are to 
be issued. 

7. In case of large surpluses when it is necessary to invoke production con- 
trols, farmers could be required to comply with acreage allotments in order to 
receive certificates. 

8. The Secretary would be authorized to make available through loans, pur- 
chases, ete., price support to cooperating producers after considering several 
factors including price support levels on corn and other feed grains in rela- 
tion to wheat. 


B. How certificates would be bought by processors 

1. The Commodity Credit Corporation would establish a revolving fund from 
which growers would be paid and into which collections from processors would 
be paid. 

2. Processors would purchase certificates from Commodity Credit Corporation 
in the total amount required to cover sales of flour and other wheat products. 
The value of certificates purchased to cover exports would be refunded. 

3. Purchase of certificates would be required on manufactured products sold 
using conversion factors established by the Secretary. 

C. Effects of this plan 

1. The price of wheat would probably be about the same as that for corn 
and other feed grains and would probably be above the loan rate most of the 
time. 

2. Differentials for grade and quality and other relationships would be deter- 
mined by competitive conditions in the market. 

3. Wheat would move freely into livestock feed, exports and industrials uses, 
and marketing would be relatively large. Feeding wheat to livestock would 
increase and more wheat would be available to processors of dairy and poultry 
feed. 

4. Growers would shift out of wheat on farms where other crops would be 
more profitable than low-priced wheat. Incentive to maintain full wheat acreage 
would be less than with a high price support. 

5. Mills would add the cost of the certificate to the cost of the wheat in 
figuring prices of flour, breakfast food, and other wheat products. The price 
of bread and other wheat products would thus reflect parity price for wheat. 
The total cost of wheat and certificates to processors would be no different than 
under the 90 percent support program. Freedom of market movement under 
a low loan would be a big advantage to mills over the high loan program. Since 
mills would not need to buy certificates until the flour is sold, they would avoid 
having additional money tied up in raw material between the time the wheat is 
purchased and the time the flour is sold. 
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APPENDIX B 


Feed: Wheat—Corn 


Support rate and average market price Feed use 
Wheat Corn 
Year ae Se ‘ Ss oe 
_ , Whe Corn 
Price sup- Yearly aver- | prj, sup- + early aver- Vheat = 
ay t age market nae age market 
port loan price port loan nries 
1936 + 1.02 0. 55 1.04 101, 109, 000 1, 519, 335 
1937... . 96 50 52 113, 948, 000 2, 019, 6 “8 
1938 0. 59 56 57 49 142, 394, 000 2, 099, 30 
1939... 63 69 . 57 . 57 101, 530, 000 2, 231° 037 
1940 ___ 64 67 . 61 . 62 112, 182, 000 2, 257, 830 
1941__. Ys o4 75 .75 116, 228, 000 2, 499, 673 
1953... 2. 21 2. 04 1. 60 1. 48 60, 046, 000 2, 696, 268 


Source: USDA 


(Nore. See p. 168 for appendix C.) 

Mr. Weatruerrorp. At this point I would like to have included in 
the record a letter from the Oregon Feed & Seed Dealers Association, 
and signed by Leon S. Jackson, under date of June 5, in which he 
reports a meeting that was attended by 18 different feed and seed 
dealer or ganizations who are supporting the domestie parity program 
for wheat. The feed and seed dealers operate in the Pacific North- 
west, and [ should like to have this made.a part of the record. 

Senator Youne. That will be done. 

(The letter is as follows:) 


OREGON FEED & SEED DEALERS ASSOCIATION, 
Portland, Oreg., June 5, 1955. 
Marion WEATHERFORD, 
Hamilton Hotel, Washington, D. C. 


Dear Str: A meeting of various farm and feeding groups of the Pacific 
Northwest was held at the Monticello Hotel, Longview, Wash., Friday June 3, 
1955. These groups were invited to the meeting, sponsored jointly by the Oregon 
Feed & Seed Dealers Association and the Washington State Feed Association, 
to discuss a feed-wheat program for the Pacifie Northwest. 

After considerable discussion, the domestic parity wheat program, sponsored 
by the Oregon Wheat League, was unanimously ; endorsed by the following indi- 
viduals representing their respective organizations: 

Arthur Hill, Washington State Feed Association, Seattle, Wash. 

Wm. Hjerstoos, Washington Milk Producers, Seattle, Wash. 

Kelly Hamilton, Washington State Turkey Federation, Chehalis, Wash. 

John Stephenson, Washington Association of Wheat Growers, Benge, Wash. 

E. L. Smith, Washington Association of Wheat Growers, St. John, Wash. 
Maurice Windus, Windus Feed & Seed Co., Longview, Wash. 

Harold Watkins, Watkins Tractor & Supply Co., Kelso, Wash. 

Barry Brownell, Oregon State Farm Bureau Federation, Oregon City, Oreg. 
A. L. Stephens, American Federation of Grain Millers, No. 161, Portland, Oreg. 
Ernest Myers, Washington Cattlemen’s Association, Sunnyside, Wash. 

Irving Newhouse, Yakima Co. Cattlemen’s Association, Sunnyside, Wash. 
Vern Aznder, Washington Hatchery Poultry Federation, Winlock, Wash. 
Ralph Nelson, Washington Hatchery Poultry Federation, Winlock, Wash. 
Glenn Purnell, Oregon Wheat League, Pendleton, Oreg. 

John G. Wilson, Washington State Feed Association, Seattle, Wash. 

Kenneth Fridley, Oregon Wheat League, Wasco, Oreg. 

Edw. C. Wyss, president, Oregon Feed & Seed Dealers Asssociation, Portland, 

Oreg. 

W. E. Clark, Oregon Feed & Seed Dealers Association. 
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In addition, the Oregon Poultry Council, and the Oregon Turkey Improve 
ment Association, the Oregon State Grange at previous meetings have endorsed 
this program. 

The boards of governors of both the Oregon Feed & Seed Dealers Association, 


and the Washington State Feed Association, have both gone on record favoring 


the domestic parity wheat program of the Oregon Wheat League 
Very truly yours, 
LEON 8S. JAOKSON, Manager. 

Mr. Kenprick. Mr. Hughes would like to comment on 1 or 2 of 
these charts. 

Senator Younes. Just go right ahead. 

Mr. Hucnes. There have been a lot of claims made about competi- 
tion of wheat with corn as feed. 

In appendix B, we have shown for the years 1936 through 1941, the 
loan rate on wheat and corn, when we had one, and the average market 
price. 

The amount of wheat nad 4 in feed, and the amount of corn used in 
feed. 

I would like to call attention to 2 or 3 things there. 

In 1936 and 1937 we had no support program for wheat, but the 
average market price of wheat and corn was very close, only 2 cents 
between them, and in 1937 there was considerable difference between 
them, yet about the same amount of wheat moved into feed channels. 

Now, 1936 was a short corn crop year, and that is the reason the 
price of corn was so high compared to wheat. 

But in 1938 we started our first wheat support program and it was 
supported at 59 cents a bushel and corn at 57, and the market prices 
were 56 and 49. In that year we moved 142 million bushels of wheat 
into feed without disturbing the consumption of corn for feed. It 
actually increased a little. 

In 1939 we had about a 6-cent differential between the two, and the 
consumption of wheat for feed dropped off some 41 million bushels. 

The amount of corn fed went up about 150 million bushels. 

This is the only period of time when we had a close price relation- 
ship between the two, except for a period during the war years when 
there again was a shortage of feed grains and we had to use wheat 
for feed and wheat was subsidized to make it competitive. Then, 
we used, as Mr. Kendrick stated, a much larger amount of wheat in 
the interst of war demands. 

Now if you will please refer to appe sndix C, IT would like to point 
out that in the year 1938 we planted about 79 million acres of wheat 
nationally. 

In the eastern part of the United States, 31 States, dividing the 
country at the Mississippi River, there was planted 18,410,000 aeres 
of wheat in 1938. 

Referring back to appendix B you will note that the price relation- 
ship of wheat and corn was very close together in 1938. 

Now, it seems to me that this refutes the idea that lowering the price 
of wheat under a single-loan system or single-price system does not 
guaratitee that the area in the east of the Mississippi River will grow 
less wheat. When we had that close price relationship, and when 
farmers were free to plant we had one of the biggest acreages of wheat 
ever planted. 

Senator Youne. What years were those? 
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Mr. Hugues. 1938. In that year they planted 18,410,000 acres east 
of the Mississippi River. 

And in 1948 it was down to 14,823,000 acres, and has ranged gen- 
erally in that area of 13, 14, 15 million acres. 

Another rather interesting thing shown by appendix C from 1948 
to 1953—in 2 of those years, 1950 and 1951, we had controls. 

But in 1953 the acreage was actually less than it was in 1948. So 
there wasn’t any big increase in wheat planting in that eastern area 
during the most recent years, 

Senator Youne. This is east of the Mississippi River? 

Mr. Hueues. Yes, the line goes between North and South Dakota, 
Minnesota, and right on down through there, a rather heavy line 
indicated there. 

Senator Young. I am rather surprised at these figures. I had 
thought from articles I had read in magazines that the opposite was 
true. 

Mr. Hueues. You can pick individual States out and prove any 
kind of an increase you desire. 

Michigan is an example of a State that did increase radically in 
that period. At the same time they were increasing in Iowa and 
some of the other States were going down. 

But when you take the area as a whole, the eastern part as against 
the western part, you get a better overall picture of what has hap- 
pened rather than by taking individual States or individual years. 

Incidentally in all of these years used, the farmers were free to 
plant with the exception of 1954. 

Now, from this I would like to summarize a little bit and say that 
on the basis of past experience, applied to present-day conditions, I 
don’t think anyone is in a position to say at what price relationship 
200 to 250 million bushels of wheat would move into the feed market. 
I think we need to be very cautious in setting into law certain pre- 
scribed price-support levels 

I think we need to leave considerable discretion in the hands of 
the Secretary, and possibly give him a guide in the form of an amount 
that we w ould like to move into feed, and then determine from ex- 
perience where those price relationships need to be, rather than to 
try to define the price relationship involved. 

This proposal that you mentioned earlier, in the event quotas are 
voted down, and that you should enact legislation raising the allot- 
ment to 62 million and support price at 65, this proposal does have 
some dangers. In 1954—just last year—we operated under a 62 mil- 
lion acre allotment. We had a carryover on July 1, last year, 1954, 
of 902 million bushels. It is now anticipated that the carryover July 
1, 1955, will be about a billion and 30 million. 

In other words, we have added to the carryover about 128 million 
bushels of wheat, out of last year’s production under a 62 million 
acre allotment. 

Now, in the event such a program as proposed is enacted and 
farmers exceed that 62-million-acre allotment, we might have a prob- 
lem of much more than 128 million additional carryover. 

In addition, last year we had very poor growing conditions in the 
Southwest. We had a very serious rust epidemic in the spring wheat 
area, and it is possible that in some years we would raise more wheat 
on 62 million acres that we raised last year. 
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So the 128 million we are apparently adding to the carryover this 
year from that national allotment might be increased through better 
growing conditions. 

Senator Youna. That would certainly be true if we continued to 
support poor quality wheat with high price support. 

Mr. Huceues. That is right. 

Now, what I am pointing to here is that this price relationship 
between wheat and other feed grains, and at the point at which that 
price relationship must be in order to move this additional wheat into 
feed, will be a factor in determining whether or not under that 
proposed program we would add to the ‘arryover or we would not 
add to the carryover. 

I think it is pretty difficult at the present time on the basis of our 
past experience and the necessity of trying to estimate the price 
levels of these feed grains in 1956, to say whether or not it would 
be safe to plant that extra 7 million acres of wheat—assuming it would 
go into feed, at 65 percent of parity. 

I offer this as a word of caution because I realize there is a possi- 
bility you might be faced with a decision not too far hence. 

Senator Youne. There is a possibility that it would be disapproved. 

Mr. Hueues. That is right. 

Mr. WeatTuerrorp. Mr. Chairman, Mr. Kendrick has asked me to 
elaborate further on the question you raised previously about the 
objections from the corn people, the objections to competition. 

I feel that I might run through some logical answers to those 
objections. 

First, the wheat producers feel that they have a historic market in 
feed and that they have a right to that historic market, particularly 
in feed deficit areas. 

Second, the total amount of wheat that would move into feed chan- 
nels is very small, percentagewise. 

I sometimes think people are confused and they think we are 
proposing to move several hundred million bushels of wheat into 
the feed market when actually a much smaller amount would be 
necessary. 

Probably an additional 2 percent of the total feed grains would be 
sufficient to move adequate quantities of wheat into feed, particu- 
larly in feed deficit areas. 

Senator Younc. We have increased our imports of feed grains from 
Canada by more than a hundred million bushels in each of the past 
5 years. They don’t seem to be much concerned about that. 

Mr. Wearuerrorp. Third, there is a definite need for feed in the 
feed deficit areas. 

Some people quite often raise the question and point to the example 
of the Pacific Northwest where we have large supplies of barley, 
and they say “If you need feed grains in the Pacific Northwest, why 
clon’t you feed the barley?” 

Senator, the answer to that, of course, is “Did you ever try to 
feed barley to a chicken?” 

Poultry won’t eat barley, and when fed to cattle presents many 
problems of bloat. So there is a definite need for wheat in the feed- 
— areas in addition to the other normal feed grains ordinarily 
used. 
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Fourth, probably adoption of a two-price plan, and an intelligent 
production of wheat on wheat acreage would be less damaging to 
other agricultural interests—particularly feed growers—than would 
it rejection of marketing quotas which would throw large quantities 
of wheat on the market in competition with corn. 

Fifth, the fact is that in many areas, or in some areas, when the land 
is diverted to feed grain production, more pounds are raised per acre 
than if the land was left in wheat production, and they actually raised 
more pounds of feed to move into competition with feed grains than 
if the land had been left in wheat. 

Sixth is a point that has been mentioned earlier in our remarks, 
— indicates that the responsibility for surpluses should be shared 
by all feed grain producers. We also pointed out that there had been 
no comparable reduction or sacrifice by feed producers and among 
feed produc ers, and that it would only be fair and equitable to have 
a little sharing of the particular problems we face today. 

Seventh has to do with the basic concept of whether or not a two- 
price plan is economically sound for agriculture. 

I would like to point to the fact that because industry can get a 
domestic price for their tractors and other products in the United 
States, they can afford to sell their surpluses in secondary markets 
at lower prices. And we like to think that this is good for America. 
lt has helped build America. It has provided higher wages for 
labor. It has used more materials and more services. It has helped 
to create all our production in America, and that is good for us to 
find markets for our commodities and manufactured goods, provided 
that market can be found economically satisfactory. 

Kighth, the loan features of the bill protect other feed producers 
from undue competition. 

That, Mr. Chairman, we hope will come close to answering the 
questions of feed producers that you raised earlier. 

Senator Youne. You mentioned a while back that if quotas were 
disapproved, price support would go to 50 percent of parity and there 
would be a great amount of wheat then dumped on the market at 
low prices and in competition with feed grains. 

The quota vote undoubtedly will be close. If they are approved, 
we face a similar situation next year under the present program. 
Unquestionably the quotas will be approximately what they are now, 
Phat is about a third cut in acreage. 

Next year the cut in price supports will be about 20 percent over 
what the price support was a year ago. 

A year after that, price supports will be still lower under the pres- 
ent program. So if the farmers are inclined to vote against quotas 
this year, they may be still more inclined to vote against them a year 
hence. 

So the problem won't be solved this year, even though the quotas are 
approved, 

Mr. Kenpricks. That is right. 

Mr. Wraruerrorp. Senator, this thing presents a serious situation. 

We are all prone to think of 75 pere ent of parity as being the effec- 
tive support price of a man’s production. 

Actually, what we are talking about is 75 percent support on 60 to 

» percent of his potential capacity to produce, which means only 
i 50 percent of his potential. 
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When we combine the 2 percentages we hind that the net support 1s 
not any where near 7 percent of ln capacity to produce or the level at 
which he must produce in order to remain healthy economically. 

Mr. Hucues. The latest calculation of modernized parity, fully 
effective, would be $2.16 per bushel as « rompared to the old method of 
computing parity of $2.52. A price support at 75 percent of mode 
ized parity results in a support nationally of about $1.62 per bushel. 

Senator Younc. Does that complete your testimony / 

Mr. Kenprick. Mr. Weatherford, you have another statement there 
I think, that might have some answer to the charge of dumping. 

Mr. Wearnuerrorp. Mr. Chairman, while the question has not been 
raised today, it is often raised. ‘The question of dumping in foreign 
markets, and perhaps the thinking of the wheat producers might well 
be included in the record here. 

[f asked the question we might say that a very good answer, and 
perhaps the best answer, was included in the exchange between the 
chairman of this committee and the Senator from Minnesota and the 
Senator from Oregon as recorded, beginning on page 32, volume 1, 
price support prograni hearings, Wednesday, June 1, 1955, and con- 
tinuing to page 57. 

In uddition to agreeing’ to the explanation and the discussion en 
gaged in by these Senators, I shoul | like to point out that the Seer 
tary and-all three general farm organizations have emphasized. that 
we must be competitive in quality and in price to share in world 
inarkets. 

The incentive for quality and the low price on surplus wheat are 
provided in the framework of Senate bills 1750 and 1770, and pro- 
vide the necessary circumstances and framework to be able to market 
competitively on quality and price in the world market. 

Now, how we use this framework cannot be controlled by wheat 
farmers but it can be controlled by the State Department and the 
Agriculture Department and the Commerce Department. The loan 
features will guard against price wars and dumping to the detriment 
of our competitors. 

We feel that the thinking of the National Association of Wheat 
Growers should be included in the record here this morning on the 
matter of dumping. 

In addition, Mr. Chairman, I should like to take this opportunity 
of saying that each one of us here today represent our own State nai 
ganizations who are members of the National Association of Whea 
Growers, and who fully agree and support the position of the Na- 
tional Association of Wheat Growers. 

As we have indicated before, Mr. Huges, a wheat farmer and an 
officer of the Nebraska Wheat Grower’s Association from Nebraska; 
Mr.. Don Moos, who is from Washington, a wheatgrower and an 
officer of the Peers Association of Wheat Growers; Mr. Ken- 
neth Fridley, from Oregon, who is vice president of the Oregon Wheat 
Growers’ League; and Mr. Kendricks, of course, from Texas, who is 
also affiliated with the Texas Wheat Growers’ Association; and my- 
self, representing the Oregon Wheat Commission, are in full agree- 
ment and support the domestic parity plan for wheat 

Senator Youne. Are you familiar with the two-price or certificate 
plan of the Grange? 

64440—55—pt. 1 12 
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Mr. Kenprick. Yes, sir; we are. 

Senator Youne. Is that plan the same as yours? 

Mr. Kenpricx. The very same; yes, sir. 

We endorsed that at the beginning of our testimony. We endorsed 
the statement made by Mr. Newsom. 

Mr. Wearuerrorp. The domestic parity plan or two-price plan 
that has been proposed by wheatgrowers was, in former years, some- 
what different from the plan that was proposed by the National 
Grange at that time. 

In recent years the wheatgrowers and the National Grange have 
come to agreement on the essentials of the domestic parity program 
for wheat, and we are in full accord with the program they are spon- 
soring and they are in full support of the legislation and program 
we are sponsoring. 

Mr. Kenpricx. I would like to take this opportunity, Mr. Chair- 
man, to express the appreciation of the national association for this 
opportunity to appear here today. 

Senator Youne. I think you have made a very good case, and have 
done it very effectively. 

Mr. Kenpricx. Thank you, sir. 

Senator Younc. You are all actually wheat farmers, too. 

Mr. Kenpricx. That is right. Every man here today is an active 
wheat farmer, and every officer of the National Association of Wheat 
Growers and their State affiliates are wheatgrowers. 

Senator Youne. Are there any other witnesses? 

If not, the committee will stand recessed, 

(Thereupon, at 12:03 p. m., the committee recessed.) 
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THURSDAY, JUNE 16, 1955 


Unirep States SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:30 a. m., in room 324, 
Senate Office Building, Senator W. Kerr Scott presiding. 

Present: Senators Humphrey, Scott, Aiken, and Thye. 

Senator Scorr. The hearing will come to order. 

We will hear from Senator Carlson. 


STATEMENT OF HON. FRANK CARLSON, A UNITED STATES SENATOR 
FROM THE STATE OF KANSAS 


Senator Cartson. Mr. Chairman and members of the committee, I 
appreciate very much the opportunity of appearing before this com- 
mittee in behalf of S. 1750, which I introduced on April 20, and other 
bills before your committee, providing for a two-price or domestic 
parity plan for wheat. 

I do not contend that the bill I am presenting is flawless, and I 
have no doubt that full hearings and a complete and searching study 
w pt = gest changes in the legislation I have proposed. 

the other hand, I firmly believe that the principle embodied 
m ‘this bill merits the fullest consideration by everyone interested in 
the future of the wheatgrower and agriculture as a whole. 

Under the domestic parity plan, the grower would receive parity 
prices for wheat used in domestic human consumption and the re- 
mainder of the crop would seek its own price level in the market for 
feed, export, and industrial uses. 

As I understand it, a two-price plan would pay parity for wheat 
used in domestic human consumption, but it would allow wheat used 
for other purposes to seek its own price in the market. The program 
would support itself through a system of certificates. The Govern- 
ment would not have to pay the cost of administering the program 
and there would not be a need to invest high sums in storing the 
surplus wheat. 

n the case of wheat the present supply situation presents problems 
which cannot be avoided regardless of what kind of a program is in 
effect. It is essential in the case of wheat that we have a strategic 
reserve, which, in my opinion, should be at jJeast 500 million bushels. 

On July 1 it is estimated we will have a carryover of approximately 
1 billion bushels of wheat. This would mean that our problem would 
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over the reserve we accumulate with the 1955 crop. 
Regardless of what program may be in effect, we will have this 


surplus to contend with until we have been able to reduce it to sizable 


pre portions. 

It seems to me that the greatest smgle advantage of the peege ees 
is that it would take the Government out of the business of | buying 
wheat. There would again be an open market for wheat, where the 
price-—whether for domestic use or for export—would be determined 
by buyers and sellers with reference to the demand and supply of 
the various kinds and qualities of wheat 

It seems to me this is far superior to the present system of support 
purchases by the Government, which has led to the expensive and 
wasteful accumulation of huge supplies of wheat in Government 
storage. 

There can be no doubt but what the present program of a guaran 
teed loan price for all wheat, regardless of quality, has resulted in 
the wheat growers producing wheat from varieties that were of high 
yield, regardless of quality. 

This situation is resulting in our own State and in the Nation in 
giving us a black mark in the wheat markets of the Nation and the 
world. In many instances it can no longer be stated that we are 
growing the best wheat in the world. 

The domestic parity certificate plan would protect the parity rela- 
tionship between the cost of things the farmer buys and the price 
he receives for the products he sells for consumption in the domestic 
market, without the Government itself having to provide the market 
for wheat. 

The provisions of this bill would not result in dumping wheat. on 
the domestic feed market. The provisions in this bill for a floor under 
surplus wheat — would protect the feed grain producer from un- 
due competition. I doubt that wheat moving into feed uses under 
this proposal would exceed by more than from 3 to 5 percent the total 
feed grain supply. 

Increased exports and expansion of markets are the only hope for 
the wheat producer, unless we are prepared to cut back production 
and continue heavy export subsidies, 

A sound program must enable the producers to gain access to these 
expanded outlets without sacrificing a fair return for wheat used 
and consumed domestically. 

There are four important objectives we are seeking in agriculture 
legislation today. 

(1) We want our farmers to be more free while giving them fair 
protection. 

(2) We want prices for agricultural commodities to reflect real 
values, and thus to promote wide and realistic use. 

(3) We must find ways of reducing and preventing surpluses. 

(4) We are seeking Government economy. 

This program moves in the direction of all these objectives. 

A two-price plan would give the wheat farmers greater freedom. 
while at the same time insuring a reasonable level of income. It would 
permit normal market forces to determine the price of excess wheat, 
and thus would help keep surpluses down. When oversupply drives 





be to distribute 500 million bushels of wheat, plus whatever increase 
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the price down, much wheatland would be turned to more profitable 
uses, 

Expanded exports, wider feed, and wider industrial uses would 
also come automatically under a two-price plan, and this would reduce 
surpluses in another way—by using them up. The greater the sur- 
pluses became, the greater would be the incentive to use them, and 
the less would be the incentive to produce them. 

Since this program would be financed by means of certificates, it 
would take the burden off the Government. Considering the problems 
the Government faces today in this connection, I believe that this is an 
objective well worth seeking. 

| urge that this two-price or domestic parity plan for wheat receive 
favorable consideration by the committee. 

I would like to add to these remarks a statement that has been 
prepared by the Kansas Wheat Growers Association in support of the 
domestic parity plan for wheat. It is prepared by Mr. R. L. Patter- 
son, president of the Kansas Association of Wheat Growers, and with- 
out reading it, I would ask that it be made a part of this record. 

And I would like also to submit as a part of these remarks a copy 
of a letter written to the Honorable Ezra Taft Benson, Secretary of 
Agriculture, by Elmer W. Reed, president-general manager of the 
Kansas Milling Co., Wichita, ay 

Senator Scorr. They will be incorporated in the record at this 
point. 

(The statement of Mr. R. L. Patterson and the letter from Mr. 
Elmer W. Reed are as follows :) 


STATEMENT Firep sy R. L. PATTERSON, PRESIDENT, KANSAS ASSOCIATION OF 
WHEAT GROWERS 


This was prepared by R. L. Patterson, president of the Kansas Association of 
Wheat Growers, representing the views of that organization and presented in 
his behalf by Senator Frank Carlson. 

This testimony will necessarily he brief and relate to the broader policies of 
our national program as related to wheat. We have given the problem intensive 
study for several years, and the following are the conclusions that have been 
reached. We are almost 100 percent agreed in our organization that neither 
the 90-percent support program for wheat nor the flexible program will be effec 
tive under present conditions in solving any of the basic problems of wheat. In 
fact they are definitely harmful in many respects. 

In our studies we have considered the effect of the wheat program on other 
agricultural commodities, realizing that all agriculture must work together in 
solving mutual problems. We feel the following principles should guide the 
formation of any wheat program. 

1. Maintenance of a wheat industry capable of producing food to provide a 
high level of domestic living in peace and war and to export when profitable and 
for some political reasons. 

2. Assure full parity to wheat producers for that portion of the United States 
wheat crop used for domestic food consumption. We consider this entirely fair 
since we believe that most all products purchased by wheat producers are priced 
on the basis of 100 percent of parity to the purchaser. 

3. Make available crop loans to producers at a price level designed to insure 
orderly marketing to protect wheat producers against unduly low returns and 
feed producers against an abnormal supply of wheat going to feed. 

4. Assure reasonable freedom of operation on individual farms with a mini- 
mum of governmental regulation. 

5. Stimulate maximum economic use and free movement of wheat on a com 
petitive price basis to regulate nongovernmental trade channels at home and 
ubroad. This should allow wheat to move into feed channels in traditional areas 
and for traditional purposes as well as be able to compete in foreign markets. 
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quality features. 

7. Encourage sound soil conserving practices and good farm management. 

8. Encourage the production of wheat only in those areas where wheat can be 
produced most economically. 

9. The program should be practical both from cost and an administrative 
standpoint. 

A program most nearly meeting the requirements of the above basic funda- 
mentals is embodied in S. 1750, or the domestic parity program for wheat. I 
would like to explain very briefly what the domestic parity program for wheat 
will do on each of the above points. 

1. The domestic parity program will keep the wheat industry in a healthy 
condition to make available wheat in the required amounts to meet any national 
or international situation at a price fair to all and without Government subsidy. 

2. We believe that the American wheat farmer should participate in the profits 
and program of our society on terms equal to other segments in our economy 
employing similar capital, labor, and managerial skills. 

3. The domestic parity program will enable us to regain our traditional feed 
markets for the less desirable milling wheats. This is in contrast to our present 
and past programs for wheat which have diverted feed wheat and low-quality 
milling wheat from traditional feed areas to Government storage and is thus 
continuing to build up surplus wheat which is not desirable bread wheat. 

4. Because much of the wheat is produced in areas that have extreme fluc- 
tuations in climate and resultant extreme fluctuations in yield and income, 
we feel that the domestic parity program would offer a big incentive to carry 
over wheat from the good years to the bad ones and thus have a strong tendency 
to stabilize income. 

The domestic parity program will in time, as present surpluses are reduced, 
also reduce the Government control necessary over the farming operations of 
individual farmers. This in turn will enable the farmer to better manage his 


land to meet the extreme climatic conditions normally found in much of the 
wheat area. 


5. Before parity programs priced wheat out of feed channels, considerable 


quantities of poor quality wheat went into feed. This was especially true in 
the Pacific Northwest and in the poultry raising areas of the Eastern United 
States. A free market, under the domestic parity program, would allow a 
return to normal consumption. We do not believe this would offer any unfair 
competition to other feed grains as the loan level of wheat should be set at a 
level to afford necessary protection. 

We believe the domestic parity program would allow the wheat producer of 
the United States to compete more effectively in the foreign market; this with- 
out dumping, as the Government would still have complete control over the 
program by the export license. 

We realize that reasonable controls on wheat production above the amount 
needed for domestic consumption may be necessary until the present huge 
carryover has become manageable and other adjustments have taken place in our 
agricultural economy. 

6. We believe that the domestic parity program will make it possible for the 
open market to recognize and actually pay the producer for good quality milling 
wheat and at the same time the market will also be able to recognize poor 
quality wheat and pay for it accordingly. Everyone is fully aware that present 
and past programs for wheat recognize a bushel of wheat as a bushel of wheat 
regardless, without considering the milling and baking factors involved. This 
same statement will hold true regarding the addition of foreign material and 
mixed wheats just so long as it meets the grade of the United States grading 
standards, even though it may be very undesirable wheat from the milling 
standpoint. 

7. The bushel allotment, as used by the domestic parity program, will be a 
distinct advantage to the farmer in areas where wind erosion is a problem. 
Under this method he will be able to use the best recognized practices to protect 
and conserve the soil. 

8. We recognize the fundamental economic principle that any program which 
tends to dislocate production from a low-cost area to a higher cost area is 
detrimental to the industry and costly to the consumer. It is also a fact 
that many areas which are suited to economical wheat production can also 
grow other feed grains in larger yields per acre than wheat, which would in 
turn be more competition with feed grains than if the area were allowed to grow 
wheat for feed. 


6. Encourage the production of high quality wheat with full recognition of 
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9. The domestic parity program as visualized by the Kansas Association of 
Wheat Growers is a practical approach to solving some of our fundamental 
problems without affecting unfairly any other segment of agriculture. 

Wheat is a human food under normal circumstances and as such it is very 
important that our country be in position to produce abundantly when required. 
It is also apparent that because it is a human food it has problems that are 
different from other grains and should be recognized and treated as a product 
with special problems. This can only be done with a separate program worked 
out specifically for wheat. 

This is not a new type of legislation, as we already have commodity programs 
that are in effective operation such as, for example, the present flexible program 
as it applies to feed grains. 

In summary, we are convinced that neither 90-percent supports with extreme 
controls or the flexible supports with the same extreme controls will solve the 
basic problems of wheat. We think that to continue with the flexible program 
will merely add another problem by continuing to reduce the income to the 
point that it in turn could set off a general decline in our whole economic system. 
There are many other reasons why we consider the domestic parity program 
more desirable than any that has been offered, but the above are the general 
principles which we consider most important in studying this problem. We 
believe that the domestic parity program offers sufficient promise for an 
effective program for wheat that it should receive your most serious consideration. 


THE KANSAS MILLING Co., 
Wichita, Kans., June 3, 1955. 
Hon, Ezra TAFT BENSON, 
Secretary of Agriculture, 
Department of Agriculture, Washington D. C. 

My Dear Mr, Secretary: It was my privilege to meet you and hear your talk 
at Hutchinson last week, and it was very interesting, indeed. Certainly we all 
feel alike in the desirability of improving the quality of our agricultural products 
to be in line with the most effective marketing procedures, and the indication of 
the Department that they may be in position to be of some help in connection with 
the loan program is most encouraging to those of us who are thinking in a long- 
range way with respect to the production of wheat, which is so important in 
Kansas. 

Without dwelling at length on the many good things in your talk, I should like 
to comment, in what I trust will be received as a constructive approach, to things 
in your talk that seem to me are quite amiss. This has to do with the treatment 
given the so-called two-price plan and the illustrations which you used to reflect, 
I presume, the thinking of the Department as to what the two-price plan means 
and what it would do. 

If I may respectfully suggest it, however, I believe that the analysis laid before 
you, in connection with the plan, either lacked understanding of all of the so-called 
two-price plans which it has been my privilege to study, or it involved a type of 
economic thinking which I am sure you did not sanction. 

The quickest way to point out what I believe to be the fatal flaw in the proposal 
as you set it forth, would be to follow through the illustration which you used. 
You just did not go far enough. It is definitely true the certificate proposed 
would have identically the same value to Farmer Brown, producing Chiefkan 
wheat, as it would to Farmer Jones, producing Comanche wheat, and the Dakota 
wheat farmer, producing high quality hard spring wheat. The level of support 
should be the same. That support is a formula-calculated figure to compensate 
for the difference in the cost of the standard of ilving of the American way, as 
against producers otherwise supplyinf the world market. 

The point where the difference would be—these three gentlemen still have to 
sell their wheat. The proposal of the mutiple-price would return the selling of 
wheat strictly to a supply and demand situation so that the matter of quality 
would be fully operative, and I can say easily see where the differential as 
between Farmer Jones’ Comanche wheat, when he brings it to the market for 
sale, could readily be 30 or 40 cents a bushel higher than the Chiefkan wheat 
which Farmer Brown brings to market. That differential has been proven 
numerous times in the past 3 years, on the Kansas City market as well as the 
other Southwestern markets handling both types of wheat. 

Thus, the beauty of a so-called multiple-price system is that without Govern- 
ment interference, it assures, to the farmer, support incident to the artificial 
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increases in cost incident to producing wheat in the United States—but still leaves 
the wheat standing squarely on its own responsibility as to its value. 

Therefore, the answer to the hypothetical questions propounded : 

Does Farmer Brown get 100 percent of parity for 2,000 bushels of inferior 
wheat. The answer is—"’Definitely not.” 

The further question, Does Farmer Jones get a similar return for the same 
amount of high-quality wheat? And again, the answer is—‘Definitely not.” 

Does the Dakota wheat farmer, who has been producing top quality hard 
spring wheat for the commercial trade, get the same treatment as his cousin 
in anether area who has been growing much of his wheat for the Government 
loan? And th answer to that is—'Definitely not.” 

Our Dakota friend will be paid for the wheat which he sells on the open 
market, in line with its quality—so will the producer with the Comanche wheat, 
and likewise, will the producer with the Chiefkan wheat. Using markets of 
recent weeks as a criteria and the Chiefkan realization as a starting point, our 
producer with the Comanche wheat will undoubtedly net, adding his certificate 
recovery in his market price, some 20 to 40 cents a bushel more than the gentle- 
man raising the Chiefkan. ‘The producer in the Dakotas, raising a top quality 
hard spring (and incidentally, all Dakota wheat is not top quality hard spring), 
would if it is top quality, get an additional 15 or 20 cents per bushel over the 
amount realized by the Comanche producer. 

Along that line, I must confess that I have been somewhat less than enthusias- 
tic over the flexible price plan. True, it saves tax money, as against the rigid 
supports, and that is important in the overall picture. As a solution to the 
matter of surplus production of wheat, however, it is no answer at all. Speaking 
now as a modest wheat producer, Kansas cannot raise wheat on the basis of the 
restricted acreage and do it economically. Given a free play of the competitive 
situation, as would be largely true under a multiple-price program, that would 
answer itself as against the substantial increases in what should be noncom- 
mercial wheat producing areas. And, overall, I think you are in complete agree- 
ment with my basic philosophy that economics, in the long run, rather than 
politics, are going to solve the farm problem. 

With respect to the very aggressive objection, on the part of our corn producing 
friends, to a multiple-price plan for wheat, I suggest they give consideration as to 
what is going to be raised on this released acreage which cannot now be put into 
wheat, and keep an eye on the barley and sorghum grains being produced in the 
Southwest—evaluating, if they can, the effect this will have on feed grains, and 
the added load it will put on the corn problem which is involved. 

As to the objections raised by your Department in the report on the proposed 
multiple-price plan for rice, I submit to you that that has very little application 
to wheat. Administrative problems involved in the application of a reasonable 
multiple-price program for wheat would be far less involved and complex than 
the administrative problems you are now facing in attempting to work out the 
present program. 

As to the charge of dumping, there has been a substantial change in the atti- 
tude of the State Department in that matter during the last 2 years. Unquestion- 
ably, that change must be carried further. Obviously, we cannot merchandise 
wheat abroad effectively for reasonable compensation unless we do it at the 
world price, and we cannot wait until the other exporting countries, who have 
tremendously increased their production during our control here, have disposed 
of their surpluses, without forfeiting much of the markets which we have had 
in years gone by. 

It would be untrue to my natural thinking, also, to end this letter without 
again pointing out the extreme desirability of establishing export markets on 
flour, rather than wheat, to the maximum extent. Those are markets which we 
ean hold much more effectively than on wheat which is strictly a bulk raw 
material where the lowest penny takes the business. 

Again, may I say, Mr. Secretary, it was a pleasure to have the privilege of 
being in the meeting at Hutchinsons, the privilege of hearing your talk there; 
and as a wheat producer and as a miller, it was a most encouraging meeting. 
With all good wishes, I am, 

Sincerely, 
ELMER W. REEp, 
President-General Manager. 


Senator Caruison. I appreciate very much the courtesy of the com- 
mittee on this occasion. We in Kansas do have a wheat problem. 
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We have reduced our acreage from over 18 million acres of some 
years ago, to the present 11 million acres. And the last Federal fore- 
cast indicates that we should have produced this year about 120 million 
bushels of wheat, which is. considerably ee than the 304 million 
bushels that we produced some years back. So any consideration you 
can give us in this we will greatly appreciate. I thank you. 

Senator Scorr. What is Congressman Hope’s position on this. 

Senator Cartson. The Congressman was supposed to testify here 
today, 1 understand, but was une eagaD ly detained. 

He is very much in favor of this plan, I am confident. In fact, I 
have conferred with him on many occasions, and I can definitely state 
he is for the two-price plan for wheat. 

Senator Tuye. Mr. Chairman, if I may, please, I would like to 
comment briefly on this statement and the two-price system. 

Senator Carlson, you have in mind that a producer would be privi- 
leged to share in what the domestic consumption of wheat would be 
annually on the basis of what our national economy was? In other 
words, he would receive near parity for that percentage of his wheat 
crop that went into channels of food consumption or domestic con- 
sumption in the United States. 

Senator Cartson. That isa partof my bill. It states very definitely 
that I would like to use near full parity, but I would go along with you 
here on the amount that is used domestically. 

Senator Ture. I said near parity. 

Senator Carison. I realize that. 

Senator Tuyr. It would be figured a percentage below or some- 
where near parity. Then any part of the crop that was produced in 
excess of that which was needed domestically, or the percentage that 
was needed domestically, the producer would receive for that what- 
ever the world market offered for that commodity. 

Senator Caritson. The local or the world market, that is right. 

Senator Tuye. It would be the world market. 

Senator Carison. It would be. 

Senator Tuyr. The local buyer would be buying on the basis of 
what the world market was willing to take it at. 

Senator Cartson. That is right. 

Senator Tuyer. In that manner you would keep the producer on a 
level with the other phases of the national economy, because at the 
present time we note here that you have an expanded national economy. 

You have the highest business economy that this Nation has ever 
enjoyed; that is, at least the last statistical report tha I have note 
indicates that. 

You have an increase in employment, and have the highest empley- 
ment in numbers that you have ever recorded in peacetime, There- 
fore, you have a very high national economy, but in regard to agri- 
culture, percentagewise, you are going down all of the “while. You 
have gone down in recent months. 

And the announced support price on wheat for 1956 is 76 percent. 
That means that, unless you have some unforeseen break in your pres- 
ent anticipated crop, that is, you are going in 1956 to be down to 76 
percent of parity in your wheat price, and at the same time the Nation 

ise xpanding. . 

The welfare of your rural communities, your farmers, is soon going 
to be in jeopardy because of that constant downward trend. That is 
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the alarming situation that I note. The farmer is suffering from a 
terrific price ere And he cannot in any sense share in the pros- 
perity that the Nation’s economy ¢ apparently i is enjoying. 

That is why I have studied this two-price system. I am glad to 
see your statement on it, because we just cannot stand and hold fast to 
something that finds the farmer is slipping and his percentage of the 
Nation’s economy is less. You have to explore and search into other 
channels to see if we cannot find an avenue that will bring the farmer 
back somewhere near parity with the remainder of our national 
economy. 

Senator Cartson. Mr. Chairman, I just wish to state that I realize 
we have a very serious problem in wheat. It is not an easy one to 
solve. Iam told we are going to have over a billion bushels in Govern- 
ment hands on July 1. That is a problem that has to be met first. 
We have somehow to work this surplus off. It is just a matter of years, 
and not many years, until much of this wheat is out of condition and 
a be fed into feed markets. 

I do not see where else we can use it. 

Secondly, we have been producing a great quantity of wheat for 
bushel yield, instead of quality yield. And that is also causing another 
problem. And the present program has encouraged it. 

Certainly the farmers are greatly concerned at the present time. I 
have just come from a visit to Kansas. They are concerned about the 
increased labor costs that are going to be added on to the cost of 
machinery, and we will step into new wage levels and machinery cost 
levels, which means that taxes will be increased as we ask more serv- 
ices from the Government. 

The farmer is feeling that he is going to be put under these pressures 
at a time with great surpluses, which we all admit is a problem, and 
still will receive a reduced income nationally. 

I assure you, gentlemen, that it is not an easy problem. I do not 
come here saying it is easy, but one that I think this committee must 
look at very seriously. 

As I stated, when I introduced this statement, I did not say this was 
a flawless program, but even with the reduced acreage I do not believe 
we can cut our acreage below 55 million acres in the Nation. And the 
Secretary himself, speaking at Hutchinson, Kans., about 3 weeks ago— 
1 attended the meeting—said that if we got it back on a production 
basis, based on the amount we needed to produce at least for a year or 
two, we would have to go to 1814 million acres in this Nation. 

And no one believes we can do it. Our national economy would not 
stand for it. 

I just ask for your honest consideration of this problem. 

Senator ArkEeN. The assertion that you have to cut it back to 18% 
million acres, however, is based on the assumption that we would eat 
all of the wheat we have on hand. We know it is not eatable, accord- 
ing to the millers’ standards. I think that fact is borne out by the 
present price of wheat in the Kansas City market, which, as I recall, 
is about 29 cents a bushel above the support price, ‘although the great 
majority of the wheat produced goes begging at prices well below the 
support price. 

It seems to me that one problem we have to overcome and must 
overcome is getting production of millable wheat. During recent 
years those producers of feed wheat, as we call it, have built up 
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acreages which they will not want to give up willingly. If you say 
we are going to guarantee 100 percent for part of the crop and what- 
ever it brings for the rest of the crop, dhibbe folks who now have 
these acreages, regardless of the kind of wheat that they are produc- 
jing, are going to say, “We want our same percentage of the 100 per- 
cent.” 

Thus you have a problem there. 

You have probably about three States producing wheat of low mill- 
ing quality to one State that is producing the kind of wheat which we 
ought to be encouraging. You have a diffic ulty there—the difficulty 
in getting the votes to say that we are going to move wheat production 
from the low -quality areas, into areas “that can grow the high quality 
milling wheat 

Senator Cartson. You made a very factual statement of a situ- 
ation that is prevailing. We are going to be faced with that situ- 
ation. Somehow, some way, so that we can get some of this wheat 
moved into the feed markets. That is, until we can. There is no- 
body in the country going to feed wheat with the present prices of 
wheat 

The Government owns all of this wheat. We are going to have to 
move some of it out into the feed markets one of these times. I do 
not know when, but when it gets out of condition, we will not let it 
spoil. 

Senator Aiken. It has to be moved. 

Senator Cartson. That is right. 

Senator Arken. I do not see anything except to hang on to the 
billion bushels, and move it gradually as we can. 

Senator Cartson. That is right. 

Senator Arken. It may take several years. In the meantime the 
current crop seems to be finding a better demand. I notice that there 
is going into export probably “100 million more bushels than a year 
AgO. 

Senator Carison. I do not want to delay you. You have been 
most kind to us at this busy hour of the morning. 

I know Kansas. This is what is happening. You are going to 
be amazed at the millions and millions of bushels of incre: ased pro- 
duction in maize that will be put on the feed market under this pres- 
ent system. You will catch it next year. 

Senator Arken. Unfortunately, the demand for protein feed is 
increasing every year. If we can get rid of 5 bushels of wheat that 
way, instead of 1 bushel, in the form of flour and breadstuffs, it will 
help 

Senator Humpnurey. We have a soybean program in Minnesota. 
It is 25 percent up in acreage there in Minnesota. 

Senator Cartson. I do appreciate your courtesy, gentlemen. 

Senator Humpurey. May I ask a question while you are here? I 
think that you would be interested in this, about the possibility of 
taking some of this low-grade wheat that we have and converting it 
into feed for the drought areas. There are some areas, apparently, 
that are in real distress in terms of feed. 

Senator Arxen. I think that can be done gradually. I do not 
think that you can take the whole 500 million bushels to meet the 
current emergencies. We probably have 500 million bushels of feed 
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wheat on hand, I would expect most of the other 500 million would 
not be of the highest quality milling wheat, either. 

Probably under favorable conditions some of that could also be 
moved. 

Senator Humpurey. We have this packaging and distribution pro- 
gram for human consumption of some of our perishable surplus com- 
modities. I just got to wondering if some of these areas where farm- 
ers are really distressed, where there just has not been any feed, 
whether it would not be possible to Work out some kind of a system 
to take wheat that is particularly unsuitable for human consumption, 
and to process it in a very mediocre way so that it would be suitable 
for feed at low cost. 

Senator Cartson. We are now exporting wheat with a subsidy 
of 60 cents a bushel. 

Senator Arken. And it is moving, too. 

Senator Cartson. If we could do that for some of these other pur- 
poses, we would dispose of some of these surpluses. I do not know 
how we will. We are not going to feed wheat at top milling quality 
prices. 

Senator A1rken. Here is one thing we have to consider. The reason 
we got into trouble so deep is the fact that every exporting wheat- 
producing country in the world had a bumper crop one year—Aus- 
tralia, Canada, the United States. 

Senator Humpurey. That is right. 

Senator Aiken. And all of the others had a bumper crop the same 
year. 

Senator Humpnurey. That was 1952. 

Senator Arken. I think it was. That may not happen again fo 
30 years. 

Senator Humpurey. All across the countryside. 

Senator ArkEN. So I am a little more optimistic on wheat than I 
was 5 or 6 months ago, because of the hundred-million-bushel increase 
in exports over last year. Last year exports were very low. Our 
increasing population is also going to use up more of our protein foods. 
The poultry situation is much better and has grown better this last. 
week ; eggs have gone up 3, 4, or 5 cents a dozen. 

Senator Cartson. I think there is a possibility, but I want the 
Senator from Vermont to realize that this is a rather urgent situation 
and one that 10 years is a long time to try to work out on a program 
where the farmers are really suffering. 

Senator Aiken. That is true. What I was trying to point out is 
that these producers of feed wheat would still demand their same 
percentage of 100 percent, and that would not accomplish the purpose 
of throwing the production of wheat back into the States that produce 
the highest quality, unless we take steps in some other direction to 
do so, 

Senator Cartson. With a little encouragment, Kansas can go back 
to growing the best wheat in the world. We will admit that some 
northern wheat is of mighty high quality. I dislike to say that in the 
presence of this distinguished Senator. [Laughter.] 

Senator Humrurey. Do not dislike to say that. 
Senator Arken. That is partly due to the State taking care of it. 
Senator Carson, I can assure the Senator from Vermont that our 
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quality will improve, and very rapidly. They are working at it now. 
When there has been an encouragement really to produce bushels, there 
is just a natural tendency for the farmer to do so. 

Senator A1ken. Of course, that is correct. That would be true in 
the potato industry, and you pay the same price regardless of quality. 
They are going : after yiel 1. when you do that. 

Senator Scorr. This is on the light side here. 

I recall years ago in growing wheat at home that we had developed 
what was then known as leapes prolific, a high-yielding very soft 
wheat. Of course, all of our wheat is soft w he at, but we had been grow- 
ing before that a blue stem, or purple straw. The mills liked that 
better than they did this nama prolific, but we were getting yields. 
That is what we were interested in. 

I had a Negro foreman working for me at that time named He nry 
Puryear. And I said, “Henry, what do you think of this new wheat ?’ 

Well, he talked slowly, as I do, or slower, and he said, “Well, I do 
not think much of it.’ 

[ said, “What is the matter?” 

He said, “Well, you have to allow so much for spoilage.” 

That was his answer. That is about it, too; it does not hold up. 

Senator Cartson. If there is nothing further, I certainly thank you 
again. 

Senator Scorr. Thank you. 

The committee will stand in recess, then, until 10 o’clock tomorrow 
morning, if there is nothing ag omg 

(Whereupon, at 10: 50 a. m., the committee recessed, to reconvene at 
10 a. m., Friday, June 17, 1955") 
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FRIDAY, JUNE 17, 1955 


Untrep STatres SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.¢ 

The committee met, pursuant to recess, at 10:10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Present: Senators Ellender (presiding), Humphrey, Aiken, Thye, 
Mundt, and Schoeppe a]. 

The CnarrmMan. The committee will be in order. 

This i is a continuation of our he arings on pr ice sup ports, with par- 
ticular reference to two price supports. 

The first witness this morning is Mr. Sanders. 

Mr. Sanders, I notice you have a prepared statement. 


STATEMENT OF J. T. SANDERS 


Mr. Sanprers. Yes, si 

Senator ArkEN. re you representing anyone today, except J. T. 
Sanders ? 

Mr. Sanners. Mr. Chairman, | am representing myself only today. 
I am speaking as a private individual. I am not representing CARE 
or the Grange, which I was formerly connected with and this state- 
ment is not on behalf of CARE, in any sense of the word. 

Congress has probably debated the farm problem as much as any 
other problem during the past 35 years, has in no sense currently 
abated these discussions, and, I believe most everybody will agree, 
has not as yet found a satisfactory solution to it. This is more a 
testimonial of the complexity of the problem than of the lack of will- 
ingness of the Congress to solve it. 

It is, however, to the discredit of the Congress that it has let a 
problem that concerns all alike—city and country, Democrats and 
Republicans—drift so deep into politics as has the solution to the farm 
problem. 

The recent violent clash between the Democrats and the adminis- 
tration over 90 percent support versus flexible support has little rela- 
tion to the economic fundamentals of the issues. In fact, neither the 
present 90 percent nor the flexible support proposals will solve either 
the surplus problem, the low-income problem, or avoid the regimenta- 
tion of farmers. Neither of them enables our farmers to maintain 
our rightful position in foreign markets. 

Notwithstanding the fact that there are notable exceptions of indi- 
vidual Senators and Congressmen crossing over the party line on 
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this issue, in the main it remains true, that the violent clash between 
high fixed support advocates and flexible supports has seriously pre- 
vented consideration of probably the most important domestic prob- 
lem confronting us. 

I believe this problem is our most serious domestic problem, since 
there is a deadly parallel between the situation of farm and nonfarm 
income changes at the end of the first 6 years after World War I and 
those now prevailing 6 years after World War II. By the end of 6 
years after 1919, following World War 1, farm income for all persons 
on farms had dropped 36 percent and nonfarm income had risen 21 
percent. (See table I in appendix.) In 1954, 6 years after the 1948 
world war peak of farm prices, farm income had dropped 24 percent : 
and nonfarm income had risen 40 percent over that of 1948. 

The deadly parallel does not stop there. Six years after World War 
[ farm surpluses were mounting as they are today. We then had no 
assurance that the production of these surpluses would be stopped; 
nor do we now. Indeed there was then, and is now, every assurance 
of unabated and ascending continuance of surplus production on 
farms. In the latter half of the decade of the 1920’s we had the most 
superficial and ineffective approach toward a constructive neutral- 
ization and use of our surpluses; and the same is true today. Then, 
we ~~ the notion that we would let a farm board buy up the surpluses 
and hold them off the market to neutralize their effects on, and to 
stabilize, prices; today we have an equally ineffective plan of putting 
our surpluses in a set-aside, In the case of both we seemed to think 
that changing the name, place, or the title, of a surplus would magi- 
cally neutr: alize its effect on lowering farm income and prices. Both 
efforts deal with the surplus problem as effectively as the ostrich deals 
with its fear and safety when in desperation it sticks its head in the 
sand. 

The fearful parallel of the importance of the farm problem during 
two postwar periods and its unsolved status, both then and today, does 
not ever end here. For, as an agricultural economist in the period 
following the first World War, I recall that there were, then, econo- 
mists of high reputation claiming that we could never have another 
serious depression ; that nonagricultural prosperity was the most basic 
cure for the farm problem; and that given time the free working of 
the laws of supply and demand would gradually get farmers back on 
their feet. How deadly parallel this sounds to the present claim that 
our current high level of industrial prosperity, supplemented by a 
flexibility of price supports (which means only a still further reduc- 
tio: of price support and farm income) will give parity of income 
in the market place to farmers and solve the surplus problems at the 
same time. 

This logic also sounds strangely parallel to that of the President 
during the fateful second 6-year period after World War I when he 
said that “Farmers have never made money. I don’t believe we can 
do much about it.” 

I wish I could think that the deadly parallel] following World War 

[and World War II would stop after the first 6-year per riod of World 
War II but I cannot think that this is the case. I believe that if we 
continue to drift as we are at present without an effective correction 
of farm income disparity we shall surely, within the next 6 years, see 
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disastrous results to agriculture and to industry (barring another 
war), as a result of our agricultural neglect, as we did in the early 
1930 

What we saw then is well known. Six additional years (from 
1926 to 1931) showed another and more disastrous drop in farm prices 
after 4 years of leveling off. The interim leveling-off process seems 
presently to have begun with last year, as it did during the second 
6-year period following World War I. During the last 2 years of the 
second 6-year period following World War I, farm income dropped 
to 52 percent of the 1925 level; and this disastrous slump in agricul- 
ture was accompanied by a 16-percent drop in nonfarm income. (See 
table I in the appendix.) In other words, during this period farm 
income was reduced $3.5 billion and nonfarm income was reduced 
$12.0 billion. 

I would like to supplement that with the statistics I just got in a 
publication of the Department of Agriculture, which indicates that 
for the past 2 years net farm income dropped 1.6 million whieh is 11 
and 2 percent under the farm income of 1952. 

The CHAIRMAN, Y ou mean 11.2 percent ? 

Mr. Sanpers. 11.2 percent, yes, sir, which indicates that the process 
certainly has been going on and I believe will continue. 

Although during the last 8 months there has been a stable price and 
cost situation, the April issue of the Farm Income Situation of the 
Department of Agriculture makes the following significant state- 
ment: 

Cash receipts from farm marketing in the first quarter of 1955 were 5 percent 
smaller than in the same period last year. The total volume of marketing was 
the same, but prices averaged 5 percent lower. 

Looking ahead into next year with the current wage raising pres- 
sures resulting in consider: ible wage increases for a 3- year period, with 
a certs unty of consequent pr ice rises, farm costs most ce rtainly will 
resume an upward course in the next 3 years. With 2 years of extreme 
droughts seemingly checked by recent heavy rains and with resulting 
improved production prospec ts there is every reason to expect both a 
price drop for next year’s crops and livestock products that will equal, 
if not be greater than that of this year. Ifthe drought is being abated, 
which after a series of dry years seems reasonable, volume of output 
will likely increase on our farms in years to come, costs will rise and 
nonagricultural income will be rising to new and unprecedented 
heights. Relatively there is no basis whatever for the optimism which 
recent speeches of officials of the Department of Agriculture have ex- 
pressed, unless optimism can be gleaned from a steady but certain 
slipping downward of the income of farmers, when that of the rest of 
the Nation is rising to unprecedented heights of prosperity. 

There are those now who say that even though agriculture is allowed 
to level off at its present level of disparity the second stage of the post- 
World War I slump cannot happen during the second 6 years follow- 
ing World War II. ‘They say we have too many built-in antidepres- 
sion devices in our economy now. We were told this, also, in 1926-28. 

I am convinced that we cannot maintain a prosperous nonfarm 
economy with agriculture getting a per capita income that is a half 
to a third that of nonfarm people. The most recent figures indicate 
that the percapita income of all farm people was $658 in 1954 com- 
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pared with $1,836 for nonfarm population. If the present disparity 
is allowed to continue we shall surely repeat the unbalance of the late 
twenties which in turn will bring us trouble that will require full use 
of all available built-in antidepression measures. These will be 
palliatives only. We should be today working out measures to restore 
a reasonable level of parity of income to farmers which gets, at least, 
at one of the basic roots of depression. This Congress should be seek- 
ing a more adequate solution to the farm surplus and low-income prob- 
Jems than we now have. 


THE ESSENTIALS OF A SOLUTION OF THE FARM PROBLEM 


Why have we debated and legislated on the farm problem during 
514 decades without arriving at a satisfactory solution? I certainly 
do not know all the reasons, but two of the more important reasons 
seem to stand out. 

First, we have misunderstood the true nature of our farm surpluses 
and, in the second place, have not realized to the full extent that 
farmers do not and cannot receive an equitable return for their con- 
tribution to the Nation where free competition is allowed to set their 
prices and income. We have not realized that farmers must have a 
rising income equal to that of the rest of the Nation if we are to have 
steady qrpeneins prosperity that the Nation has a right to expect. 
When w able to cope with these two phases of the farm problem— 
the at me aie and the low-income phase—most of the other aspects 
of the farm problem will fall into their proper places. The protection 
of the family farm, the problems of the “too small” or “too large” 
farms, the problem of conservation, of credit and other problems, are 
separate problems that are essentially not a part of the problems of 
farm surpluses and low-farm income. To tie these and other farm 
problems to the solution of the two basic aspects of the problem is a 
mistake that has brought interminable complications during the past 
35 years—a mistake that has played a very important role in the 
failure of the Congress to find a solution to farm surpluses and low 
income. 

When we come to the full realization that overall surpluses are 
inevitable for years to come, that we cannot solve the problem by 
attempts at elimination of surpluses but only shift the surpluses from 
one product to another; when we come to re: alize that we must separate 
our primary markets for farm products from our surplus markets, we 
shall deal with surpluses in the only way they can be dealt with—by 
finding the best use and markets for them and not, by a futile effort 
to prevent them, or by a false claim that flexible prices will prevent 
them. 

Once we have realized that we must wisely manage our surpluses 
and not fruitlessly try to prevent them, we shall find ourselves in a 
better position to deal with the low-income phase of the farm ing 
I would like to briefly state what I think is the proper and sound 
to deal with these two basic phases of the farm problem—first, the 
surplus problem, and then the low-income phase. 


WHY WE HAVE NOT SOLVED OUR FARM SURPLUS PROBLEM 


We have not solved the surplus phase of our farm problem because 
in the first place we have tried to prevent a thing which is largely 
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impreventable and because we have tried to correct an overall surplus 
of farm products by attempting to reduce specific surpluses separately. 
Since we are really dealing with the combined surpluses of several 
products all clearly related and tied together, by intercompetition of 
crops and livestock products, it is obvious that when we reduce a 
single crop or product surplus we do not thereby get rid of the problem 
but merely shift the surplus to another crop or livestock product. 

The full output nature of the farm business, and the unprecedented 
advances in research, make our surplus practically inevitable and un- 
preventable for many years to come. This means that our surplus 
producing capacity is likely to outstrip our population growth and 
demand for the foreseeable future. 

To undertake to prevent a single crop surplus by a Government- 
controlled lower price, is to shift to the Government the burden of a 
task that farmers will do themselves if left alone. But the shift will 
not necessarily be made if the price is simply lowered, but only if it is 
lowered more than the price of other crops or products the farmer 
can produce. It isa relatively lower or higher price, not an absolute 
lower or higher price that determines whether or not farmers will shift 
from one crop to another. 

These corrective shifts from the lowest price alternative to a high- 
priced one are constantly being made by farmers; and it does not 
take a high order of competency on the part of a farmer to induce 
him to make them. Such shifts in nearly all cases require no overall 
reduction in size of the operations of a farm, and of all farms, and 
no idleness of labor, of machines or of land. These changes are con- 
stantly being made by farmers, because the individual farmer can 
make them, and can see a financial advantage or a smaller disadvantage 
from making them. They are made at times regardless of Government 
price-support policies or at other times as a result of such policies. 

On the other hand, when a farmer is confronted with a genera! or 
an overall surplus of all his products or most of them, there is 
nowhere that he can turn to meet his problem. If he reduces his total 
output of all products in surplus supply he wastes his idle labor 
land and machinery, and loses more by such a reduction than he 
would if he did not make it. Presumably, if he knows how and is 
able to reduce his costs, he will have done so before he is confronted 
with overall surpluses and low prices. It is almost literally true 
that any farmer can meet and deal with a single product surplus, 
but any and all farmers are practically helpless to correct the woes 
of a general farm surplus, such as we are now confronted with. 

Since single product surpluses have little or no effect on the aggre- 
gate output of a given farm, or the output of all farms in the land, 
overall surpluses cannot and will not be corrected by the aggregate 
of the action of individual farmers. Indeed, I seriously doubt if any 
yovernment policy, any possible organized efforts of farmers, or 
effort of farmers acting individually, can do much by way of reducing 
the overall farm surpluses confronting us now. 

Even though farmers readily shift crops due to price differences 
one can find no valid evidence that farmers can or do reduce overall 
output following years of general drop in farm prices. 

For the past 24 years the indexes of farm prices have risen or 
declined by as much as 5 points during 21 of these years and did not 
change as much as 5 points the other 3 years. During 6 of the 21 
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years prices dropped and on years following these price declines 
farmers increased their planted acres for 3 years and decreased planted 
acres on 3 years with increases almost exactly balancing the years 
of decreases. For 15 out of the 21 years prices rose by 5 pervert or 
more. Following these 15 years farmers increased planted acres in 
11 years and dec reased it in 4 years with total decreases exactly bal- 
ancing increases, 

The Cuairman. When you say that the farmers did it, it was not 
on a voluntary basis then? That is, it was then under existing laws. 

Mr. Sanpers. Yes, but this is total acres, Senator. W hat I am 
trying to show you here, is when prices drop in general, farmers cannot 
and do not reduce their total acreage and volume. When they rise 
in general, they do not and cannot increase total acreage. 

The Cuamman. They find ways and means to use our acres? 

Mr. Sanpers. That is right. 

The Cuamman. That is what you are saying. 

Mr. Sanpers. And, therefore, probably add to the surplus regard- 
less of actions of the Government. 

The Cuatrman, Well, I am anxiously awaiting your solution. 
That is what we are here to listen to now. 

Mr. Sanpers. After 1936, notwithstanding the tremendous stimu- 
lus of war, by 1954 farmers had expanded total acreage planted by 
less than 1 percent. 

Senator Aiken. You mean 1946, not 1936? 

Mr. Sanpers. I am talking about the farmer in 1936 after the con- 
ditions of the world were stimulating—— 

Senator Arken. After World War IT began? 

Mr. Sanvers. Well, really, before the war began. The war began 
in 1939, did it not? 

Senator Arken. Yes, but you go back to 1936. There was no stimu- 
lus of war from 1936 to 1939. 

Mr. Sanpers. There was, Senator, because the conditions of war 
were mounting and Germany was demanding more products, and the 
whole market situation was improving from 1936 on. That is, 1937, 
1958, and 1939. 

Senator Arken. The wheat price in late 1939 was not. Wasn’t 
that around 75 cents a bushel then? 

Mr. Sanvers. Well, I do not know about individual products. 

Senator Arxen. All right. It is immaterial anyway. I just 
thought that maybe you had made a mistake and meant 1946 instead 
of 1936 

Mr. Sanvers. No, sir. 

Senator Arxen. I realize that you meant 1936 now, although the 
stimulus of war did not really begin until about 1940. 

Mr. Sanpers. Yes, actual war, but not approaching war. 

Senator Arken. We had a tremendous supply of wheat. You may 
recall we were selling some of it for 5 cents a bushel for experimental 
work in making alcohol. 

Mr. Sanvers. I realize that we had accumulated great surpluses 
but from about 1936, 1937 on, there was quite an expanding price in 
the market situation, and especially from 1939 on. 

The Cratrman. That was becanse of the impending war? 

Mr. Sanvers. Impending war and preparation for war on the part 
of Hitler and everybody else, even ourselves. We were begining to 
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have lend-lease then, and things like that. I am not sure about the 
exact history of it, though. 

There is no basis whatever for the claim that farmers went on a 
wild splurge of expansion as a result of war stimulus, unless the tre- 
mendous impact of technical progress can be called such a splurge. 
This is the kind of an increase in output that would come in good 
times and bad times, the kind from which there is no retreating even 
by Government edict or law. 

Business or indus try does not respond to lowering prices in the 
full output fashion of the farmer, nor in utter disregard of good and 
bad times with a full output as does agriculture. Why does the 
farmer do this? In the first place his fixed costs normally are in 
excess of 75 percent of all costs; with industry fixed cost generally 
run around 25 percent. Industry can reduce volume of output and 
cut costs clear down to or near the 25 percent fixed cost level and 
reduce losses thereby. Farmers, on the other hand, increase their 
losses, as a rule, by cutting volume of output in a depression. 

Today American farmers plant each and every year almost the 
same number of crop acres they planted 20 or even 30 years ago, 
about 360 million acres. They have more than 50 percent more field 
power to tend this same amount of land than they had 15 years ago. 
This rapid increase in power and increased use of m: achines have 
greatly increased the farmers’ ability to supply his own labor for farm 
operation. His and his family’s labor self-sufficiency has probably 
risen from 80 percent 15 years ago to probably around 90 percent of all 
the labor required to operate his farm today. 

With high fixed cost, with a set amount of land and labor that he 
cannot afford to idle, with an abundance of available power which he 
must use on a fixed amount of land, can any sensible farmer aiford 
to turn out anything less than a full output of his farm’s capacity re- 
gardless of prices of what he sells? Obviously not; and no control 
exercised by the Government is likely to restrict his total output, and 
hence the surpluses he produces; but is only likely to shift it to an- 
other than the controlled products. Shifting land from m: jor crops 
to minor crops means that quite often a smal] percentage cut in major 
crops can double the production of several minor crops. 

Since the splurge of increased output is almost entirely the results 
of increased efficiency and improved tec hnique, from whie +h there is no 
return, even no check against advance; since the internal structure of 
the farm business makes a reduced use of farm output capacity almost 
impossible; since as the Department of Agriculture in a study made 
a few years ago concluded, that farmers could, if they applied all the 
present know-how of research results, increase output by as much as 
from 30 to 75 percent and even more, depending on the crop, the con- 
clusion seems almost indisputable that surpluses will continue to be 
produced for many years into the foreseeable future. 

If this is a valid conclusion our fussing and stewing about 90 per 
cent support causing our surpluses, or that these surpluses can be 
blamed on the stimulus of war (unless war’s destruction of our 
markets are considered ), all these are beside the point. Likewise the 
claim of flexible support advocates that it will remedy the. surplus 
problem has no foundation in fact, unless they aim to flex prices down- 
ward until general farm bankruptcy results, Even this will not stop 
surpluses as is evidenced by the situation in the early 1930’s when de- 
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pression did not lower overall farm output (if drought is properly dis- 
counted) by as much as 2 percent. 

The plain, indisputable, harsh facts are that there is no prob: vbility 
or even possibility, that anything the Government, or farmers in- 
dividually or collectively, can do that will reduce materially the gen- 
eral surplus output of our farms, under present market conditions. 
want to emphasize “under the present market conditions.” I think 
that is a situation that we have to face. 

If this conclusion is sound, we are left with only one alternative to 
our present bungling surplus programs, we are left with the remedy of 
encouraging the maximum useful consumption of these surpluses at 
home and abroad. 

Even as 90 percent supports have not had an appreciable influence 
on creating these surpluses, so also the set aside provision have not ac- 
eentuated surplus production. Both, however, have accentuated 
piling the surpluses wp, in the hands of the Government; and this is 
one of the grave and largely unnecessary aspects of our surplus 
problem. 

Since so much of these surpluses have been funneled into Govern- 
ment owenrship, and since current and future production is likely to 
supply us all the reserves we need in addition, we should plan extre 
ordinary efforts to find good uses for these presently Government con- 
trolled surpluses before | they waste or before storage costs mount into 
losses greater than we can recover from future sales. 

Despite 2 years of drought, despite some of the harshest crop con- 
trol efforts the Government has ever undertaken to use, and despite 
the fact that our consumption of foods are at record heights, we shall 
have, at the end of this marketing season, record breaking surpluses 
of wheat, feed grains, and near-record animal product supplies. I 
shudder to think what would happen to our surplus problem, if we 
should have good growing years and a rapid and large increase in 
unemploy ment in the immediate future vears, with no more effective 
programs for disposing of surpluses than we now have, and no more 
effective means of cushioning the income shock to farmers, than pres- 
ent programs afford. This is why I am convinced that there 1s no 
more important domestic problem facing us than the farm problem. 


WHAT SHOULD WE DO ABOUT THE SURPLUS PROBLEM 


Convinced as I am that surpluses are unavoidable, I believe that we 
must learn to live with our farm abundance, and plan to use it to our 
best advantage, and to the advantage of our friends abroad, and must 
cease trying to deal with it by attempted prevention of it. 

For at least our set-aside surpluses, we might as well forget the 
idea that we can sell them abroad for what we have invested in them. 
[ am convinced that we can make no arrangement whereby we can 
sell most of them, under the guise of using local currency, for a price 
equal to our investment in them. We should, therefore, permit the 
sale of these surpluses at such prices as they will bring. This would 
mean a liberalization of title I of Public Law 480. Also, in order to 
assure more effective use of counterpart funds from the sale of these 
surpluses, we should permit the use of counterpart funds by private 
American firms and nonprofit agencies for works of development in 
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the country with the approval of the recipient nation and of Foreign 
Operations Administration representatives. If these more liberal 
provisions are made we should expand by billions the authorization of 
surplus sales under title I and disposal under title II, and let funds 
received from disposal of these surpluses substitute for our direct eco- 
nomic aid appropriations to the largest practical extent. 

In addition we should greatly expand and liberalize the terms of 
distribution of surpluses for relief purposes through nonprofit agen- 
cies under title II. If a billion dollars worth of these commodities 
were set aside for nonprofit agency distribution under terms that 
would permit the payment of any price or value, institutions and groups 
could afford to pay for them and under terms that would permit 
use of these funds for self-help programs in the country through the 
nonprofit agencies, a maximum benefit and return could be secured 
thereby for the grants or partial grants under title IT. 

Both the more liberal and expanded disposal under titles I and IT 
would not deplete our surpluses to where national safety would be 
impaired or endangered. On the other hand farm income would be 
helped, our surplus carrying burden would be greatly reduced, and our 
intangible benefits as a nation would be greatly enhanced. 

In other words, what I am suggesting is that we liberalize title IT 
so as to permit agencies to get any price out of these commodities they 
can when they undertake a relief program. 

The Cyatrman. Under your plan, the products would be sold for 
whatever you can get out of them and the funds, instead of coming 
back to us, would be used in the country where the purchases are made? 

Mr. Sanpers. Well, I would not 

The Cuarrman. That is what you said. 

Mr. Sanpers. Yes; that is what I have said. IT am glad you called 
my attention to that. I would like to correct that, I do not say that the 
funds should all be used for those purposes. 

The CuarrmMan. Well, do you want to add to what you said there? 

Mr. Sanvers. I am doing that. 

The Cuarman. All right. 

Mr. Sanvers. In other words, I do not think the funds should 
rigidly be confined to self-help and self-development projects. 

The CuatrmMan. We have been doing that now for the past 8 or 10 
years, so much so that it now hurts. 

How would you recoup the losses suffered by the Commodity Credit 
in taking over these surpluses? Would you want the Government to 
get down further in the Treasury and appropriate funds sufficient to 
pay the actual costs of these commodities that we give away as you 
say ? 

Mr. Sanvers. Senator, I believe those losses have already been sus- 
tained; that we will never be able to sell these commodities for what 
the Commodity Credit Corporation has in them. And, I believe we 
should recognize that frankly and if the committee and the Congress 
feel that they should recoup the losses of C vommodity Credit Corpora- 
tion and not charge these costs up to the farm program, I think it 
should be done. 

Senator Toye. Dr. Sanders, do you have in the remainder of your 
statement any solution to the annually reoccurring problem provided 
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that we continue to be blessed with the high production that we have 
enjoyed in the past 10 years? Do you deal with that specific problem 
of the reoccurrence of surpluses from year-to-year production ? 

Mr. Sanpers. Yes, I do, Senator. 

Senator Tuyr. Do you deal with that specifically ? 

Mr. Sanvers. Yes; in my statement here. 

Senator Ture. Up to the present, you have outlined problems that 
the farmer is faced with—loss of income, increased operating ex- 
pense—but I have failed to see any suggestion of how we correct 
or remedy that or what the answers are to the future problems of 
continued accumulation of surpluses. 

The CuarrMan. That is what I have been waiting for, 
Thye. 

Senator Tuyr. We are on page 7, now. 

The CuarrMan. So far, all he has indicated is a problem. 
want isa solution. That is what we are looking for. 

Senator Tuyen. I have an Appropriation Committee session. 

The Cuarrman. I have two other meetings to attend. 

Senator Taye. It it underway right now and I have to leave before 
too long because I said that I would try to be there by 11. However, 
I am anxious to see if you offer a solution to the problem. 

Senator ArkEeN. Dr. Sanders comes to two price systems on page 
7, I think—— 

Mr. Sanpers. On page 9. 

Senator ArkEN. Which also has some problems. 

The Cuatrman. All right, let’s go on. 

Mr. Sanpvers. Turning to page 8, Senator—I do want to answer 
your question by skipping to page 8. 

Senator Arken. Why don’t we insert the balance of this page 7 that 
you have been reading? 

Mr. Sanpers. I would like to; yes, sir. 

Senator Tarn. And then, go over to where you start answering the 
question of what we are confronted with. 

Senator Arken. And 9. 

Senator Ture. If you start on page 9, the multiple price program 
as a means of correcting farm income, maybe there we will start 
picking up some of the answers. 

Mr. Sanvers. Let me then, Senator Thye, before you leave, skip to 
page 11 of the manuscipt and talk on this table that I have here 
showing comparative income under the different types of farm sup- 
ports. 

Senator Try. 

sad, you see. 

Mr. Sanvers. I hope so. 

The Cuarrman. They will appear in the record at this point. 

Mr. Sanpers. A country that can go through, as we have done, a 
series of bad drought years at the time it is making strenuous efforts to 
reduce its — supplies, and despite this, increase its surpluses, need 
have little fear of reducing its food reserves to the danger point. Our 
dominant see in regard to our surpluses should be that we will allow 
them to pile up until they will bankrupt our farmers and bring the 
disgrace of wholesale rotting and waste of food in a world where two- 
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thirds of the people, daily know real hunger. Hunger, such as we as 
a nation have never known. 

Specifically in planning for the disposal of these surpluses the fol- 
lowing changes, I believe, should be incorporated in our programs: 

We should work out a far more liberal program of use of sur- 
ae to relieve domestic needs suc ag as, improving the diet of our low- 
income citizens, use for disaster or drought relief in the form of low- 
price food and feed, for loans or grants if necessary. No citizen should 
be allowed to go hungry for want of food or no farmer to go bankrupt, 
or to lose his production livestock because of want of feed, as long 
as we have these costly surpluses that are in imminent danger of spoil- 
age. There never was a time when the Congress should give more 
serious thought to a pract ical food stamp and domestic relief program 
than at the present. 

We should greatly liberalize and increase the appropriations 
under Public Law 480, and as much of the surpluses as possible should 
be substituted for the appropriated cash for foreign economic aid. 
Also the amount available for distribution through voluntary non- 
profit agencies should be greatly expanded—probably to not less than 

i billion dollars. The terms of distribution through these agencies 
should be liberalized so that the agencies and the recipient countries 
can get any fair and feasible payment for the surplus products that 

can be paid by the individual recipients. Funds realized from these 
partial grants or sales should be available to private nonprofit agencies 
for carrying out economic development projects in the receiving coun- 
try. Similarly private United States business concerns and educa- 
tional and research institutions should be allowed to use these funds 
for economic, educational, and social betterment of life in the recipient 
countries with the approval of FOA and the recipient government. 
The use of proceeds from the sale of surpluses for any practical ex- 
penten of educational exchange activities should also be authorized. 

Finally it is a great mistake to undertake to support the price 
of the surpluses at the same price that domestic consumption is sup- 
ported. The American Government and people can and should de- 
mand that American consumers pay our farmers a price for food and 
fibers commensurate with American wage and price levels. But there 
is no way that our Government can require consumers abroad to pay 
such domestic supported prices. If farmers receive support for their 
surpluses it is at the expense of American taxpayers and not at ex- 
pense of consumers as is the case of domestic supports. But flexible 
supports and high fixed supports pay the farmer the support price for 
his surpluses; and both can support only through Government pur- 
chases of the surpluses, unless the Government is able to work out a 
practical plan to completely eliminate all surpluses—those in hand 
as well as potential] surpluses. 

I know of no solution to this predicament except a workable 2-price 

m multiple price plan for our export sur plus products. Such a plan 
would permit the surplus products to move abroad at prices that many 
potential consumers could and would pay. For that portion of our 
surpluses which the Government wishes to purchase it could do so at 
or near the export (surplus) price and not at the support price. Prod- 
ucts would not to any appreciable extent move into Government owner- 
ship and accumulation of heavy unused surpluses would be avoided. 
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A MULTIPLE PRICE PROGRAM AS A MEANS OF CORRECTING FARM INCOME 
DISPARITY 


In the formulation of price support measures our efforts should 
be confined to the primary purpose of raising farm income to a 
level commensurate with the incomes of other earning groups, and 
to disposing of surpluses without futile efforts at controls. We have 
made the mistake in our price support efforts of the past of mixing 
with income raising motives, objectives of protecting or promoting 
the family farm, of conservation of soil, of collecting payments on 
Government credit, of increasing the relative status of small farms, 
reducing large farms, and numerous other unrelated reforms. 

Also in seeking a solution of the farm problem we should clearly 
recognize that there is no cure-all price support measure for all farm 
products, but that supports should be tailored to best fit specific prod- 
ucts or groups of products. This means that both fixed price support 
with control and flexible supports should be left on the statute books 
and should be available for use when and if they at times can serve 
best. We should recognize that we do not have to operate price 
supports for all of the minor products which are on a purely domestic 
production and market basis. If supports are effective on major prod- 
ucts, minor products prices will tend to rise to the support price level 
of major crops. Otherwise farmers will readily shift out of these 
under-priced minor products, to producing more of the major price- 
supported products. We should also be careful to work out the most 
equitable parity formula so that parity prices as between products 
will be in balance and will be adjusted into balance as conditions 
change relative to production costs of different products. Finally we 
must not support one or a few products above the generally determined 
support level, since abuse of this kind can greatly unbalance our de- 
sired national balance of production. In other words, we should 
support all important products at about the same desirable level 
of parity prices, once an equitable parity formula is in operation. 

If all of these and perhaps other prerequisits are in force, we can 
put into operation a workable multiple price support with the utmost 
confidence in its equity and effectiveness. 


ARE ACREAGE CONTROLS AND MARKET QUOTAS A NECESSARY PART OF A 
SOUND PROGRAM ? 


I believe acreage controls or market quotas are unnecessary and 
undesirable as a permanent part of our price-support programs. 
However, this does not hold where support is implemented by Gov- 
ernment purchases and ownership of surpluses. Where this is the 
case the Government of necessity must protect itself by control of 
production against unlimited surpluses being dumped onto it. 

Where only domestic sales are supported, under a multiple price, 
and support is for all major commodities at about the same level of 
parity (with a constantly modernized parity), the overall acres of 
land for all crop production would serve as as a powerful factor of 
preventing overproduction of one product—for available land for all 
crops is definitely limited. As surpluses of any one crop markedly 
increase, with price of the total supported portion remaining relatively 
stable, the lower surplus price assumes a larger and larger influence 


tl ee ee 





PRICE-SUPPORT PROGRAM 199 
on acreage planted and hence is an increasing deterrent to expansion. 
Hence it 1s my conviction that once an effective two-price or multiple- 
price plan is put into effect, quotas such as are embodied in S. 1770 
will be dropped. Quotas tend to freeze patterns of production that 
violate sound principles of management and sound national use 
of our land resources, causing crops to be produced where they should 
not be produced and reducing production of crops in areas best adapted 
to their production. 

I do not intend to take the time here to explain in detail how a 
certificate plan can be operated without market quotas, but such a plan 
can be devised and I would request the committee to insert into the 
record a statement explaining in detail such a plan after my statement. 


A COMPARISON OF RETURNS TO FARMERS UNDER A MULTIPLE-PRICE 
CERTIFICATE SUPPORT PLAN AND THREE OTHER TYPES OF SUPPORT 


On April 2, 1954, in a testimony before the House Agricultural 
Committee, I submitted a detailed tabulation showing the relative in- 
come wheat farmers could expect with a multiple-price certificate sup- 
port, a 90-percent support, a flexible support, and a production pay- 
ment support in operation. If there is no objection, I should like to 
have these tables submitted for the record and will summarize the 
results of this study at this place. 

The tabulations assumed that each of the 4 plans had operated 3 
years and on the third year that no control would be used with the 
certificate support, that a wheat crop of 1,250,000 bushels of wheat 
would be produced, and that domestic supports would be at full parity 
$2.50 per bushel. In the case of 90-percent supports, controls are 
used to produce a crop of 910 million bushels at a support price of 
$2.25 per bushel; that flexible supports are at $1.875 per bushel, and 
controls are used to produce a crop of 985 million bushels; and finally 
that production payments to $2.25 per bushel (90 percent of parity) 
are paid and that controlled production of 910 million bushels is per- 
mitted. For all plans it is assumed that the International Wheat 
Agreement affords a 210-million-bushel export at $1.55 per bushel 
and that other surplus wheat is $1.25 per bushel. 

At the beginning of the first year it is assumed that there is a normal 
carryover of wheat and that no controls but price supports are used 
the first year. The flexible price for the first year is assumed to be 
§0 percent of parity, or $2, and thereafter supports are at 75 percent 
of parity. 

Under the 3 years of operations, accumulated surplus would be 
zero for multiple supports, since it is assumed that all surpluses could 
be fed or sold abroad at the low surplus price of $1.25. Under the 
high fixed support, even with production restricted to produce only 
80 percent of normal the first year, and 72 percent the second year, 
540 million bushels are added during 3 years to the carryover held 
at the begining of the period. With flexible support but less rigid 
control it is indicated that 405 millions of surplus will pass into Gov- 
ernment hands. This assumes that the lowered support to $1.87 will 
sell more wheat and reduce acreage, which is certainly a liberal assump- 
tion. Under production payment, since it is assumed that all wheat 
is sold at what the market will pay, there is assumed to be no increase 
to surpluses. 
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I believe the different assumptions made in this caleulation are rea- 
sonable, and therefore that the relative results are fairly indicative 
of what can be expected from the operation of the four different pro- 
grams on the third year and thereafter. These results are summarized 
in the following table : 


Comparative returns to farmers and to the Nation at the third year of operation 
from 4 types of farm-price support for wheat 


| Percent of 4 Realized | Percent of 
_ gTOss Cost to innonia multiple 
income Govern- to the price 
from ment Nation realized 
supports ~ income 


Surplus Gross 

increase income to 
during the | farmers on 

3 years 3d year 


Price support plan 


Millions of | Millions of Millions of | Millions of 
bushels dollars Percent dollars dollars Percent 
Multiple price 0 2, 376 100 0 2, 376 | 100 
4) percent support 540 1, 948 82 147 1, 801 75 
Flexible support... 405 1, 670 70 68 1, 602 67 
Production payments-. 0 2,173 96 | 947 1, 226 51 


Gross income less cost to the Government. 


A brief statement of the net results of the operation of different 
supports as shown by the above table leaves the Government with a 
net addition to its surplus wheat that is, in the case of 90 percent sup- 
port, four-fifths of a full year’s domestic requirements and two-thirds 
of a year’s needs for flexible supports. Since the feed value of this 
wheat (51.25 per bushel) is taken into account in the income calcula- 
tion, it does not represent additional credits for the two plans. 

In the case of the farmers’ incomes, multiple support gives the 
highest income with $2,376 million; while production payments give 
the second best income, or 91 percent as much as multiple support; 
90 percent support gives the third best with 82 percent of that of 
multiple support; and flexible support gives the lowest income at 70 
percent of multiple support. 

When the cost of these programs to the Government is deducted to 
arrive at realized income to the Nation, since multiple support does not 
cost the Government anything, it leads the other three plans by a wide 
margin. Ninety percent supports return a realized income that is only 
75 percent of that of multiple; flexible supports 67 percent; and pro- 
duction payments due to its excessive costs to the Government yields 
only 51 percent as much as multiple support when Government costs 
are deducted. 

When it is considered that a multiple-price program, such as I have 
described in the statement filed herewith, can be operated without con- 
trol, with little or no administrative costs to the Government, and 
that it will enable us to maintain our rightful place in the markets of 
the world by pricing our exports competitively, the financial ad- 
vantages shown in this table are greatly enhanced. 


SOME CRITICISMS THAT HAVE BEEN MADE OF THE TWO-PRICE OR 
MULTIPLE-PRICE SYSTEM 


I would like to note some of the criticisms that have been raised 
against a multiple-price plan and to briefly discuss them. 

One criticism that is often heard is that the two-price plan would 
be a bread tax on consumers. This statement could be made, with 
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equally as much truth, of either the high fixed support or flexible 
support. Any price-support measure that raises the price of domestic 
wheat raises the price accordingly to consumers, and in that sense 
costs them more. Production payments do not collect their “bread 
tax” from the consumer direct but since they are the most costly sup- 
port to the Nation’s taxpayer they are more of a net bread tax than 
either of the other three supports. This “bread tax criticism” 1s 
probably the most unfair criticism that advocates of the other three 
types of supports have tried to tie onto multiple-price support. 

Another criticism that advocates of each of the other three supports 
have leveled at multiple-price support is that it would be classified 
as dumping. If one detines dumping as selling in foreign markets for 
a less price than we sell in domestic markets, then every form of price 
support isdumping. Only if the advocates of 90 percent support and 
exible support are willing to use control to where we produce no ex- 
port surplus and sell no surplus of a price-supported product abroad, 
can they purge themselves of the dumping which they lay at the door 
of a multiple-price support. 

But in a special sense export under a multiple-price support is not 
dumping compared with exports under high fixed or flexible supports. 
In the case of the latter two supports, exports must be sold at a lower 
price abroad than the price the Government has paid for them; while 
this is not true under a multiple-price plan. In the case of the mul- 
tiple support the export price is the world price, the price farmers 
get for the export wheat, and is the price they must sell their surplus 
wheat for in domestic markets. Since export wheat would clearly 
be surplus wheat under a multiple-price plan, foreign buyers would 
be treated exactly as surplus buyers at home would be treated. 

lt has been said by critics of the two-price plan, and only recently 
by Secretary Benson in his speech of May 27 at Hutchinson, Kans.. 
that the two-price plan would discriminate against high qualities of 
wheat by treating all wheat alike in the market. This is a decided 
error when applied to a two-price support. Under all certificate 
plans I have seen, support is paid as a flat differential certificate above 
the open market price of wheat. This basic open market price reflects 
quality differentials not only between wheat within a market but 
between different wheat areas. If good wheat does not bring its 
normal higher margin over poor quality wheat on the open market 
under a two-price system it certainly would not be the fault of sup- 
ports, but of a defective local market machinery. To use this criticism 
against a two-price system is not only a grave error, but is also not 
justified since it undertakes to single out one type of support that 
is far less defective in this respect than the other two, including flexi- 
ble support, which the Secretary ardently supports. 

Furthermore, under a certificate plan such as is deseribed im the 
statement which I am filing with the committee, the differential or 
the face value of the certificate could be issued as a percentage of the 
purchase price of the wheat. In this way both the basic price and the 
differential would be based on the price of the wheat as determined 
by its quality. Thus quality would be reflected in both the support 
differential and in the base market price. 

It has been said that a two-price plan for wheat would over expand 
wheat production and greatly expand wheat feeding. I have made a 
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detail study to refute this claim, which shows clearly that the larger 
the total acres of wheat in the country, the less is the acreage of feed 
grains, especially minor feed grains, oats, barley, grain sorghums, and 
rye, which is sometimes fed. Where these minor feed grains compete 
for use of land with wheat, they yield more feed per acre than wheat. 
The claim, therefore that an increase of wheat acreage adds to the 
feed competition of wheat with corn growers is not only not true 
but the opposite is true even if all the increased wheat is fed. 


CONCLUSIONS 


The farm problem consists of two main problems neither of which 
are as yet solved—the surplus and the low-income problem of farmers. 
The surpluses from American farms are certain to continue for years 
regardless of Government efforts to prevent them. These efforts only 
shift the problem from one product to another. The two-price, or 
multiple-price, support plan is the best proposal put forward to deal 
with the low-income problem of farmers and to lay the foundation for 
the least costly means of disposing of our surpluses. 


APPENDIX 


TABLE I.—Parallel between agricultural and nonagricultural income situations 
for the first 6 years after World War I and World War II, and the second 
6-year period of World WarI 


[Billions of dollars] 


Net farm income | 


1, After World War I: 
(a) Peak year, 1919 
(b) 6 years later, 1925 
(c) Percent change. 
2. After World War II: 
(a) Peak year, 1948. - 
(b) 6 years later, 1954 


(c) Percent change. ¥ 
3. Second 6 years after World 


(a) 1925... 
(b) 1931... 
(c) Percent change 


Periods 


rWarl: 


to people on 
farms ! 


$9.9. __ 
$7.3... 


.| 36 percent down. 


WO 08 iad eae 
$14.2 


24 percent down 


+ Wl o3 54 
| $3.8... r 
52 percent down_| 


Nonfarm income 


$56.1. 
$68.2. 
21 percent up, 


$188.1. 
$264.3. 
40 percent up. 


| $68.2. 


$56.2. 


16 percent down. 


1 From U. 8. Department of Agriculture. 


Mr. Sanprrs. Now, Senator, I do not undertake to describe the two- 
price systems that I think will work without control. If I may, I 
would like to insert this statement of that in the record if it is all right? 

The Cuatrman. Is that by you? 

Mr. Sanpers. Yes, sir. 

The Cuatrman. All right. 


A Se.r-Financine Two-Price SysteM or Farm Price Support py J, T. SANDERS 


The parity certificate plan here described would support prices of a farm prod- 
uct at parity on as much of each year’s national production as would sell in 
domestic markets at parity and let farmers sell the balance or surplus at what 
it would bring. Thus farmers would under the operation of this plan sell to 
domestic markets all of a product that the markets would absorb at parity, 
called the primary portion of a product, and would have the surplus or secondary 
portion segregated pricewise and move into export or surplus domestic markets 
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(such as wheat used in a mixed poultry feed) under a plan that would keep 
the secondary sales from interfering with or breaking the price of the primary 
or price supported portion. The plan would be self-financing and would require 
no acreage allotments, no individual market quotas and no control of production. 

Under this system the Government would estimate at the beginning of each 
marketing year what the total national production would be for each price sup- 
ported product; would estimate how much of this would go to primary and to 
secondary uses; would estimate what the free market price will average for the 
market season; and what the difference is between this average season price 
and parity price. This difference is the parity differential or the face value of 
the parity support and parity payment certificates to be described later. 

The mechanics of this system are as follows: We will first see how the product 
moves in the markets at two prices and then examine the way the farmer gets 
his parity payment. All the season’s supply of the product would be allowed 
to move through private trade channels at free market prices but the plan would 
require the first buyer of the product from a farmer, to purchase and sell with 
the product a Government-issued parity-supporting certificate (issued by local 
banks as agents of the United States Treasury) with a face value equal to the 
parity differential, that is the difference between the free market average season 
price and the estimated parity price. These purchased certificates would cover, 
or equal the differential on, the entire specific purchase and on all his seasonal 
sales when made. Each consecutive handler of the product would buy and sell 
the certificates with the product, paying full face value for them. Thus by 
requiring each handler (buyer, seller, processor, or exporter) of the price-sup- 
ported product to handle an equal or covering amount of certificates, the certifi- 
cates are made to serve as a license to handle the product, and as a policing 
agent to implement a two-price system. Under this plan no handler could handle 
the commodity legally without the accompanying ownership of certificates cover- 
ing the amount of the product in his possession ; and no one could dispose of his 
product without also selling the covering certificates. Thus bootlegging would 
be avoided without an army of men to police the plan. 

When a product is processed for primary domestic use, the processor would 
hold and own certificates which he had bought with the product, sufficient to 
cover the parity differential on the processed product; and the Government 
would take up these certificates but not pay the processor for them. This would 
leave the cost of the certificates on all domestically used products, in the Treasury 
at processing points which is used to pay farmers their parity differential on the 
primary portion of each sale. The processor would have to sell his product to 
consumers at the parity price level in order to get his certificate costs back. 

When some of the product moves into secondary uses, such as export or wheat 
ground into chickenfeed, the Government would take up the accompanying 
certificate and pay the exporter or the feed mill manager the full face value 
of the covering certificates. 

Thus in net effect the primary portion of the product would move in market 
channels at free market prices plus the parity differential; while the secondary 
portion would move at the free market price, since the secondary user, and all 
intermediary handlers, are compensated in full for the covering certificates. 

This two-price movement is thus policed through normal private trade chan- 
nels without cost to the Government and without any regimentation of farmers. 
The plan is self-financing and will not lead to necessity of Government purchase 
handling or storage and will not require Government control of production. 

The first buyer of the product would have paid the Government through the 
local bank, as indicated above, the full parity differential for certificates cover- 
ing all the products purchased from the farmer. The Government would use 
part of this income from purchased certificates to take up the certificates on 
the secondary portion sold at export or used for other secondary uses, as is also 
described above. The remainder of the certificate cost would be used to pay the 
farmer his parity differential on the primary portion of his sale. This is paid 
to the farmer by a parity-payment certificate, which comes free, attached to the 
parity-supporting certificate. The parity-payment certificate is issued in an 
amount to cover only the primary portion of the farmer’s sale—not to cover the 
entire amount of the sale as is the case of the parity-supporting certificate. This 
additional attached parity-payment certificate would be detached from the 
parity-supporting certificate by the first buyer and given to the farmer in addition 
to the cash or free market price which the buyer pays the farmer for the 
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product. Thus the farmer gets with each sale the free market price for all the 
products sold plus an immediately cashable or negotiable parity-payment cer 
tificate with a face value covering the parity differential on the primary portion 
only of the specific sale. That is, in effect, he sells his secondary portion at free 
market prices and the primary portion at approximately parity prices, or market 
price plus the parity differential. The parity-payment certificate would be 
made negotiable with an expiration date, e. g., 6 months after its issuance, which 
would take it out of circulation. 

Imports of price-supported products would not necessarily be subject to a 
tariff but would be required to be covered by a special certificate purchased at 
full parity differential price, but to which no parity-payment certificate would 
be attached when issued. Thus imports would not be allowed to compete in 
the primary domestic markets. All the special import certificates would sell 
with each sale of the product and would be compensated for in full when con- 
sumed in surplus uses but not paid for when used for primary domestic uses. 
Thus all imported commodities would be compelled to be used in surplus uses 
or else pay full parity differential on an equivalent amount of domestic produc- 
tion. Thus importers could not get price-support advantage on any imported 
product and would have no price-support incentive to import the product. 

Also, in order to facilitate movements of products and parity certificates in 
market channels in any amounts, parity certificates of any denominations could 
be turned in by handlers of farm products (at any point in passage through 
market channels) at any agent bank and converted to more convenient denomin- 
tions for the necessary amount of product movement. When commodities were 
stored in bond for appreciable periods, parity certificates could be impounded at 
the bank and value refunded out of Government-held funds to the owner of the 
impounded certificates, who could later call for the certificates, pay for them 
and get them back when he was ready to move the products out of bonded 
storage. 

Since there could be no direct control of production under this plan, balanced 
production would be induced by keeping parity and support between all major 
products on a reasonable balance. Also, the larger the unsupported portion of 
a crop became, the greater would be the effects of this surplus in diluting the 
total income from the crop, and in discouraging expansion of production of that 
specific crop. This type of two-price system would encourage free management 
of each farm, and free, most advantaged, use of land resouces by each farmer ; 
and makes relative prices the arbiter of land use. 


TWO-PRICE SYSTEMS COMPARED 


All two-price systems that I have seen fall into two types; under one type the 
Government, licensees of the Government, or a Government-sponsored farm board 
buys up at full support price, or physically takes control of surpluses until the 
remainder of the crop rises to the price support level. The other is the type here 
described where the product is allowed to move through private channels and 
maintains the freedom of private trade and the freedom of the farmer but uses 
devices to move products at different prices. 

The Government purchase plan, or the first-mentioned type of support, may be 
modified or varied by purchase of the surplus only, by purchase of the domestic- 
use part only, or by purchase of all the product; purchase may be made by a 
Government bureau or by a Government-sponsored farm board ; purchases may be 
made on open market with the Government absorbing all loss or losses may be 
prorated back to individual farmers by giving them equalization certificates. In 
this last case, elaborate machinery must reach back to each of the millions of 
producers to assign them a semblance of equitable quotas. Finally with this type, 
control of production must, in time, be used as a means of minimizing the Govern- 
ment loss. In all these the Government must either stand to lose the entire parity 
differential or resort to elaborate assignment of quotas to farmers or to outright 
control of production. 

The second type of two-price system, or the one I have described herein, does 
not and cannot use control. Hence there is no way under it of separating the 
“sheep from the goats” and of rewarding a farmer for “adjusting” his acreage to 
what the central Government thinks is best on his farm. Under the second type 
the Government would at the beginning of each marketing year declare what the 
total national production will be, for each price-supported product, how much 
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primary requirements are, how much surplus or secondary supplies this leaves, 
what the current or free market price is, and what the difference or parity differ 
ential is between this price and the parity, or support price. 

Farmers will maintain their economic independence under the two-price system 
but would ultimately lose it as the present control and Government-purchase 
system is expanded to more and more crops and products. 


HOW TILE TWO-PRICE SYSTEM WOULD AFFECT CONSUMERS 


A two-price system should be based on an entirely different philosophy than 
that on which present support programs are based. Present programs make use 
of acreage control and marketing quotas. They do not lead to an abundant food 
production if they are applied to all or most farm crops—which, however, is not 
practical or possible short of complete regimentation of farmers. The two-price 
system which we propose does not use control of production but contemplates full 
use of our agricultural resources and, therefore, an abundant supply of food at all 
times. 

The present programs, from the consumer’s viewpoint, have three basic faults 
(1) restricted supplies as a basis of raising prices, therefore they promote 
scarcity and not abundance; (2) Government purchase of surpluses at high sup- 
port levels and withholding them from consumers with consequent waste and 
great loss to taxpayers; and (3) maluse of agricultural human and land resources 
and consequent high cost per unit fo food produced. 

Before I undertake to explain the mechanics of such a two-price system, I wish 
to summarize what I think the advantages to consumers that the two-price uncon- 
trolled system has over our present regimenting and scarcity type of price 
supports: 

1. Under the two-price system the consumer will get a more dependable, 
larger, and better balanced, supply of food—When the farmer is allowed to 
manage his resources and his labor in the production of those things he is most 
able to produce, he will naturally produce more food, more cheaply, and more 
dependably than if he is compeled to restrict his output. This will in nearly 
every instance reflect in increased benefit qualitatively and quantitatively for 
consumers as Well as larger income to farmers. 

2. Consumers would not all have to pay the higher support prices for food.— 
Under our two-price system consumers would be classified on the basis of those 
able to buy food at fair parity price levels to farmers, and lower income or 
lower priced users—such as low-income families, families partially or wholly 
out of employment, poor and disabled people, and uses or consumption for con- 
version into research, industria! uses, for food feeding livestock. Both producers 
and consumers would thus benefit over that of the presently used system of 
supports. 

3. There would be more efficient use of surpluses at unsupported prices.—Such 
a two-price system would avoid waste of surpluses, move them into those channels 
where additional and better foods are needed by undernourished groups, at much 
less cost to these people who will pay part, and at less cost to public and private 
relief agencies. 


ILLUSTRATION OF USP OF THE TWO-PRICE PLAN ON COTTON, WHEAT, AND MEATS 


For the purpose of illustrating the use of the parity certificates we shall 
assume their use for the following purposes: (1) To buy 10 bales of cotton, 60 
percent or 6 bales of which we shall assume has been declared for domestic 
or primary use, and 4 bales for export; (2) to buy 1,000 bushels of wheat, 80 
percent of which has been declared for primary use and 20 percent for surplus 
uses; and (3) 10,000 pounds of pork, beef, or mutton on hoof, 90 percent of which 
has been declared for primary use at parity prices and 10 percent for surplus 
uses, such as meat sold for relief or institutional purposes, or food-stamp meat 
sold to low-income families. These transactions will be illustrated in the 
following table assuming current market price of cotton is 20 cents per pound, 
wheat $2 per bushel, and meat on the hoof 20 cents per pound. Parity on cotton 
is assumed to be 25 cents per pound, on wheat $2.50 per bushel, and meat 25 cents 
per pound; thus establishing a parity-payment differential of 5 cents per pound 
for cotton, 50 cents per bushel for wheat, and 5 cents per pound for meat. (See 
table below.) 
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In the 10-bale cotton purchase the buyer, after negotiation of purchase from 
the cotton farmer at the open market price of 20 cents per pound, would go to the 
bank and buy $250 worth of parity-supporting certificates at 5 cents per pound 
or $25 per bale for a 500-pound bale. Attached to these parity-supporting cer- 
tificates and coming without any extra charge would be parity-payment certifi- 
cates with a face value of $150 or 5 cents a pound on the 60 percent, or 6 bales, 
of the cotton—that portion of the sale declared for domestic consumption or 
primary use. This certificate would be torn from the parity-supporting certifi- 
cate by the buyer of the cotton and given to the farmer. It would be negotiable 
and could be redeemed at the Treasury at full face value any time after the 
farmer received it and before its expiration date, which date would be written 
on the certificate when it is issued, say 6 months after its issuance. 

If these 10 bales are typical and move in markets at the declared proportions, 
it is assumed that a domestic mill will buy and manufacture the cotton into 
goods for domestic use, and that the $150 worth of parity-supporting certifi- 
cates covering these 6 bales will be taken up by the Government inspectors, that 
the millowner will get no payment for the certificates, but must sell his goods 
at $150 additional to offset certificate costs. It is assumed also that 4 bales 
and $100 worth of support certificates will go to an exporter who will surrender 
the certificates to port authorities and will be paid full face value for them. 
Thus 4 bales will move to export at 20 cents per pound and 6 bales will move into 
primary uses at 20 cents plus 5 cents for certificate costs which, as we have seen 
above, has been paid to the farmer. 

In the case of the wheat purchase, the farmer gets $2 cash, or open-market 
price, for his 1,000 bushels of wheat plus parity-payment certificates of 50 cents 
per bushel on 800 bushels out of the 1,000 bushels sold. If the 1,000 bushels are 
moved in a Manner typical of the declared use, 800 bushels will finally find their 
way to a flour mill where $400 worth of certificates will be surrendered to the 
Government by the miller who will get nothing for the certificates. He must 
raise his flour price by 50 cents per bushel of wheat ground to cover his certifi- 
cate costs. It is assumed that 200 bushels will go to an exporter who is paid in 
full for his $100 worth of certificates. In this case the 800 bushels move to the 
miller at $2.50 per bushel, the supported price, and the 200 bushels to the exporter 
at $2 the surplus price. 

The meat sale calls for special explanation. In this case we will assume that 
no meat moves to export and that 10 percent of total meat supplies must be 
diverted to enable farmers to get the 25 cent parity price for the remaining 
90 percent of current supplies. 

The farmer sells the 10,000 pounds on the hoof at the market price of 20 cents 
per pound and gets a parity-payment certificate covering 9,000 pounds at 5 cents 
per pound or $450, a total of $2,450. When the 10,000 pounds are processed by 
the packer, he surrenders his $500 worth of parity supporting certificates and 
receives nothing for them. Thus the Government retains for the time being 10 
percent of the cost of the certificates, it being assumed the farmer has collected 
for his $450 parity payment certificate. The packer is obliged, therefore, to sell 
all the meat at the 25 cent gross level, 

The 10 percent surplus can be prevented from breaking the price of meat to 
the 20-cent level by the distribution of meat food stamps through local relief 
agencies by the National Government to the aggregate of 5 cents a pound on 10 
percent of the entire year’s meat supply. These stamps could be given free to local 
relief agencies to be given in turn to low income and otherwise needy families 
who would not be able to consume adequate meat at the 25-cent gross level, 
but would increase their consumption at 20 cents. Local grocers could take the 
Stamps in partial payment for meat and the Government could redeem the 
stamps from its funds withheld on the 10 percent of all parity support certificates 
taken in at the point of processing the meat. 

It might be asked, why could the Government not distribute an aggregate of 
food stamps at 5 cents per pound sufficient to cover 10 percent of the total meat 
supply and thus create the same amount of additional meat demand, and not 
have to bother with the parity certificates? It could do this if the cost were 
to be charged to the taxpayers. The two-price certificate plan is self-financing 
and is the machinery enabling farmers to take care of the financing of their own 
surplus of meat without reducing the entire supply to the assumed unprofitable 
20-cent level. 

If the Government is to pay the 5 cents cost of the surplus meat, it could also 
do this without distribution of food stamps, by a straight-out purchase, at 25 
cents per pound, of 10 percent of all meat supplies at processing points. But 
this would require elaborate Government purchase, storage and distribution 
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machinery, wheress hoth the certificate plan supplemented by food-stamp dis- 
tribution and the food-stamp-distribution plan alone avoids the Government 
owning and distributing large amounts of meat which it is poorly prepared to 
handle. However, the certificate plus the food stamp plan avoids Government 
financing and loss which the food-stamp-distribution plan entails. Thus if we 
wish to avoid the Government going into the meat business, or if we wish to avoid 
loss to taxpayers in supporting meat prices, the combination of the certificate 
plan and food-stamp distribution is necessary. 


ILLUSTRATION OF THE TWO CERTIFICATES 


The illustration below indicates the form and use of the two types of certi- 
ficates in the purchase of the 10 bales of cotton previously described at a parity 
differential of 5 cents per pound or $25 per bale. 

The certificate on the right is the parity-supporting certificate and is issued 
with a total face vauue of $250, or $25 for each of the 10 bales, covering both the 
primary and secondary or export portions of the cotton sale. It is sold at 
face value by the first buyer and to all successive purchasers of the cotton. 
Possibly as the cotton moves in channels, this sale may split or be combined 
with other cotton, in which case certificates could be turned in and reissued 
officially in proper combinations. 

The certificate on the left is the parity-payment certificate which is torn 
off and given to the farmer. It is issued with a face value of $150, or $25 of 
parity benefit for each of the 6-bale portion for primary use. Since enough 
funds are on deposit from the time it is issued to the first buyer to redeem 
this parity-payment certificate, it is issued as a fully negotiable instrument 
cashable when it is delivered to the farmer or at any time thereafter until its 
specified expiration date. The certificate would become null in this case if not 
redeemed in 6 months after date of issue. This would force certificates out of 
circulation for redemption and retirement. 


Negotiable Certificates—Front View 


(Nore.—This portion of the certifi- 
cate comes attached free with the other 
part of certificate and is detached and 
given to the farmer when the sale of 
the product is made.) 


Serial No. 32476 $150.00 


UNITED STATES OF AMERICA 


Parity Payment Certificate 

For Six bales of Cotton 

Sold by John Doe and issued at Poe- 
ville, Ga. 

Date October 10, 1951. 

This certificate is evidence that 
$150.00 is on deposit with the Treasurer 
of the United States of America for full 
payment to the order of the above 
named payee, at any time within six 
months after issuance of this certificate, 
that it is presented to the Treasurer 
of the United States of America for 
redemption. 


Signed John Roe, Poeville Bank 


Authorized issuing agent of the Gov- 
ernment of the United States of 
America. 


(Note.—This portion of the certifi 
cate is sold with the product for full 
face value with each transfer of owner- 
ship of the product until the product 
arrives at processing points or export 
points.) 


Serial No. 32476 


UNITED STATES OF AMERICA 


$250.00 


Parity Price Supporting Certificate 


For Ten bales of Cotton 
Issued at Poeyille, Ga. 
Date October 10, 1951. 

This certificate is evidence that 
$250.00 has been deposited with the 
Treasurer of the United States of Amer- 
ica as a parity support payment on 10 
Bales of Cotton and is full and sole 
authority to the holder to sell, trans- 
port, ship, process, or otherwise handle 
the specified product in domestic chan- 
nels under the terms of the 1949 Agri- 
cultural Act of Congress dated August 
1, 1949. This certificate becomes null 
and void 12 months after issuance un- 
less officially validated for a longer 
period. 


Signed John 
Bank 


Roe, President, Poeville 


Authorized issuing agent of the Gov- 
ernment of the United States of 
America. 
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Negotiable Certificates—Back View 


I hereby acknowledge receipt of full 
face value of this certificate on this 
ISth day of October 1951. 


Signed: John Doe 

In cases where large quantities of commodities are stored for considerable 
periods before processing, the parity supporting certificates covering the stored 
commodities could be impounded officially and costs of such certificates could be 
refunded to their owner pending need of the certificates to move the stored com- 
modity. Owners of certificates could thus be relieved of the burden of invest- 
ment in them during storage period without cost to the Government since funds 
covering the cost of the certificates would be held by the Government. 


COMPARISON OF THE MERITS OR DEMERITS OF DIFFERENT PRICE-SUPPORT PLANS 


Obviously it is not possible to describe in adequate detail the eight forms of 
price support. Also, it is obviously not possible to pass subjective judgment 
on the various aspects of merits or demerits of the eight plans listed below, 
without subjecting one’s judgment to justified criticism and without personal 
bias entering one’s judgments. Nevertheless, it is very important that one try 
to reduce his judgments to a systematic comparison in a matter that so deeply 
involves such a large part of our Nation's peoples and their welfare. At the risk 
of serious justified criticism I undertake to make such a comparison in this 
part of my discussion. 

I will first briefly sketch the major elements of the 7 price supports listed 
(other than the 2-price system previously described in detail), and will evaluate 
each in several respects. (See tabular statement below.) 

The Brandt plan.—This plan is a two-price system that contemplates setting 
up a Government-sponsored Board for each price-supported commodity; this 
Board is to have authority to levy a fee on all of the commodity sold, and the 
funds thus collected are to be used by the Board to purchase and sell the 


Judgment on the merits and demerits of 8 different forms or plans of price 
support 


Note.— Merit in each phase of the different plans is expressed by pluses (+ 1 plus (+) means that the 
plan is judged to have an appreciable amount of merit in this respect or in this phase: 2 piuses (++-) 
indicate considerable or medium merit; 3 pluses (+++) indicate much merit. Relative degrees of 
demerits are similarly indicated by minuses 


Present supports 


Domes- - —__—_- 


Bran- 
Brandt | tic al- : 
plan ‘lotment) tie-in Haugen nan High 


lan plan fixed 
ylar vhs p 
plan plan 90 per- 


Certifi- 
cate 
plan 


Phases of strength or weakness 
of programs 
Flexible 


Plan is self-financing 

Plan requires control 

Government does not carry costs 

Plan does not regiment farmers 

Does not put a heavy drain on 
U. 8. Treasury 

Promotes sound resources use 

Avoids accumulating Govern- 
ment-owned surpluses 

Promotes sound use of surpluses 

Encourages high dietary standards. 

Requires little or no bureaucracy 

Has little domestic political influ- 
ence. 

Has bad influence on foreign rela- 
tions ene . 
Has no bad effect on private han- 

dling of farm products_ 
Inereases cost of living... 
Promotes soil fertility 


Total number of pluses 
Total number of minuses-. 


Net totals ___ 


! No appreciable influence. 
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surplus. Purchase to be made at support level and sold at a lower level into 
surplus markets. Some evidence of surplus sales by farmers would be required 
and losses or gains on surplus disposal by the Board would be prorated back to 
individuai farmers on the basis of total sales, and fees collected. This plan 
would not undertake to control production. 

The Domestic allotment plans.—Proponents of these plans, in nearly all cases, 
declare that production will not be controlled but that each farmer will be given 
a market alotment certificate for a price-supported product, based on a historical 
base entitling him to sell his quota in the supported market. Quota certificates 
would have a specific face value related to surplus price and parity price differen- 
tial. Processors are required to buy sufficient quota certificates to cover all 
domestic use commodities processed. All commodities produced including a 
farmer's quota would sell at the open market prices. A farmer who produced no 
commodity could still redeem his quota certificate at full face value. Quotas 
would tend to attach to the land and freeze patterns of production. 

Hxport-import tie-in plans.—These proposals which have never been clearly 
worked out into detailed plans, contemplate giving importers in countries im- 
porting our farm products or exporters from the United States, a certificate of 
a specified face value that can be used to pay import duties on products imported 
into the United States. Like the export debenture plan promoted by the Grange 
several years ago, these import certificates would operate in effect as export 
subsidies on our exported farm products and/or import subsidies from other 
countries importing to the United States. Thus the export-import tie-in plan 
is not a two-price plan. It does not contemplate control of production and would 
not require elaborate administrative machinery. 

VcNary-Haugen plan.—This plan is quite similar in results and effects to the 
Brandt plan. It, however, provided for a much more elaborate purchase and 
sale price support machinery than the Brandt plan provided. It also contem- 
plated that the Equalization Board would administer the fees collected on a 
series of basic crops and could contract with private or cooperative agencies 
to carry out its price support operations. Basically, like the Brandt plan, it 
provided for collection of a surplus disposal fee (an “equalization fee’), the 
use of the funds collected for purchase and disposal of surpluses at a loss and 
a proration of the net loss back to individual farmers. 

The production payment plan (Brannen plan).—This plan in its unmodified 
state contemplates letting the entire supply of a crop move into the free market, 
letting it sell for any price it will bring, and paying the individual farmer the 
difference between the market price and the support price. I have never seen 
a detail statement, by either Mr. Brannen or by economists who have extolled 
the superiority of this plan, of how such a plan could be administered to pre- 
vent fraud: and I believe if applied on several products that it would be fully 
as difficult to administer and verify eligibility of farmers for payment-as pres- 
ent programs are with regard to verification of compliance. 

Therefore, in evaluating this plan I have assumed extensive difficulty in ad 
ministering it. Also I have assumed that it cannot give the advantages credited 
to it if it is accompanied by control of production in order to keep down ex- 
orbitant costs from the United States Treasury. To introduce control neu- 
tralizes the objectives of the plan. Evaluation of it, therefore, assumes no 
control of production or market quotas. 

Present high fired support plan.—Support under this plan is given to a crop 
by Government purchase or nonrecourse loans both of which lead to Govern- 
ment-owned surpluses acquired at the high support price level; which surplus 
cannot find a market, short of war, except at great loss to the Government ; 
which also leads inevitably to control to avoid unbearable surpluses and Goy- 
ernment loss. This can mean only a scarcity economy if effective price support 
is to be given; with all the accompanying administrative difficulty and maluse 
of resources. 

Flexible price support.—There is no statement made previously about high 
fixed support that does not also apply to flexible price support if it is used so 
as to really give price support. The only ameliorating statement that can be 
said for flexible supports is that they arrive at the points of trouble more 
slowly and hence later than do high fixed supports; but if they are continued 
and effectively raise prices they ultimately will arrive exactly where high fixed 
supports lead. 

With these statements on the different forms of supports in mind a glance 
at the comparative tabulation given above is revealing. The two-price system 
without control, which I have previously described, is distinctly superior in 
nearly every respect. 
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The net credits of pluses and the net discounts of minuses for the different 
plans are a very revealing set of conclusions also. The two-price system has 
a high net credit of pluses discounted with few minuses. The Brandt plan, the 
Domestic allotment plan, the export-import tie-in plan, and the McNary-Haugen 
plan, all have relatively small aggregates of credits and discounts and therefore 
small net discredits or credits. 

The production payment plan, on the other hand, reflects a moderate number 
of credits, a larger number of discredits and consequently a relatively small net 
discredit. It is characterized by either heavy credits on some phases or heavy 
discredits on other phases. 

High fixed supports have been judged as characterized by almost complete 
discredit with few credits, resulting in a total of 38 net discredits the poorest 
showing of all 8 plans. Flexible supports run close behind it and exactly in 
the same direction as high fixed supports; but it is credited with only 1 point of 
merit and a net of 26 points of demerits. In short it is the runner up in dis- 
credits. 

These judgments obviously are just that—judgments only; and the different 
points obviously cannot be assumed to have equal weight in the summation. 
Discounting this and any bias the reader may assign to the writer the com- 
parison does give food for real thought I believe. I hope others whose bias may 
run in another direction will try their hand at the game. 

Mr. Sanpvers. Now, looking to page 11, I have tried to make as care- 
ful an analysis as I know how for price-support measures here, trying 
to ascertain what they would do for the surplus problem and the low 
income problem which I think are the two key problems we have to 
solve. 

In the first column I show how much they will increase the surplus 
after 3 years of operation of each one of the programs. The pro- 
grams are the multiple-price program, the 90-percent support program, 
the flexible- “support program, and production payments program. 

Senator Arxen. This is based on witat acreage ? 

Mr. Sanvers. Of wheat? 

Senator ArKen. Full acreage or- 

Mr. SANDERS, ve is based on, to begin with, Senator, a 1,250 million 
crop of wheat. ah not figure the acreage because that would vary 
from year to year. I assume that 1,250 million is a normal crop of 
wheat. which are 

The Cuatrman. That would be about 68—70 million acres, I guess. 

Mr. Sanpers. Something like that; yes, sir. 

Senator ArKEN. That is what the farmers would like to grow. 

Mr. Sanpers. Yes. 

Now starting out with that and operating these 3 programs for 3 
years, multiple-price, I have assumed, would not increase the surplus 
at all because I have assumed surplus wheat to be worth $1.25 a bushel, 
either when used for surplus feed at home or for export. I assume 
that that sort of a price would move 1,250 million, or approximately 

850 million into surpluses. 

Senator ArkEN. And you are assuming that the nonsurplus wheat, 
the domestic requirements, would be——_ 

Mr. Sanpers. Six hundred million. 

Senator Arken. Six hundred million or full parity, which this 
coming year is $2.38 a bushel. 

Mr. Sanpers. Yes, sir. Well, I assumed for this calculation $2.50 
for full parity. 

Senator Arken. It is $2.50 to July 1, $2.53 and then $2.38 after 
July 1. 





212 PRICE-SUPPORT PROGRAM 

Mr. Sanvers. Well, I did not want to specifically apply this to this 
present situation, but I just assumed $2.50 parity and that 90 percent, 
and production payments would support at 90 percent, which 1s $2.25. 


» 


Now the gross income to farmers on the third year, after these 3 
plans have operated for a full 3 years, and during the entire 3 years, in 
the case of multiple prices would be $2,376,000, including both the 
full P varity for domestic consumption and $1.25 for surplus ‘wheat and 
$1.55, I believe it is, for agreement wheat— 

akan AIKEN. $2.55 is the hiakinatian’ aa $1.55 minimum on 
wheat. 

Mr. Sanpers. Yes. $1.55 is the assumption I made then for the 
wheat agreement wheat, which is two hundred ten million bushels. 
Now under 90 percent with controls—not the first year but the second 
and third year, the income to farmers on the third year would be 
$1,948 million. Under fiexible support with controls during the 2 
last years and flexing prices, because I have assumed that flexing con- 
trols would not reduce the surplus greatly, there is a $1,670 million 
of income to farmers. Production payments would yield farmers on 
the 3 years $2,173 million. That is with control, the control 
would be necessary to keep the cost from breaking the Government. 
[ assumed they would be compelled to use controls. 

Now relatively, the income to farmers under 90 percent supports 
is 82 percent of the income under multiple price. Flexible support 
income is 70 percent of multiple support income and production pay- 
ments is 96 percent. But, the cost to the Government is shown in the 
next column, which is zero in the case of multiple price, $147 million 
in the case of 90 percent support, $68 million for flexible support and 

$947 million despite control for production payments. That is on 
the l year. It would cost the Government $947 million, even in spite 
of the fact that we are controlling production payments. 

Now if you subtract the cost to the Government from the gross 
returns to the farmer, you get return that I call a realized income 
to the Nation. In the case of multiple-price, it would still be $2,- 
376,000 since there is no cost to the Government. In the case of 90- 
percent supports, realized income would be $1,800,000, and so on. 
In other words, 90 percent would yield the Nation 75 percent as much 
as multiple-price supports. F lexible would yield 67 percent as much, 
and produc tion payments 51 percent as much. 

The Cuatrman. Now under your multiple-price system, you are 
assuming, as I understand, that all of the wheat sold abroad ptt 
be sold under the same basis as that which is sold on the whe: 
agreement ¢ 

Mr. Sanvers. No, at $1.25. Only 210 million would sell under the 
wheat agreement in all 4 of these programs—210 million at $1.55. 

The Cuarmrman. And the rest 

Mr. Sanvers. Would sell at $1.2: 

The Cruatrman. How about that used for domestic consumption / 

Mr. Sanvers. The surplus would sell at $1.25 

Senator Arken. You are assuming then that you would bring the 
world price for wheat down about 30 cents a bushel from what it 
is now ? 

Mr. Sanvers. Is it about $1.55 now? 

Senator Arken. That is the minimum. It is about $1.85, I think. 
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Mr. Sanvers. Surplus price at $1.25 would then be 60 cents lower 
under my assumption. 

Senator Arken. And then there is a 60- to 70-cent subsidy. 

Mr. Sanpers. $1.85 would bring it down about 60 cents under what 
it is now. 

Senator Arken. That is about the subsidy, 60 cents. Isn’t that 
the subsidy now on good wheat, Senator Thye ¢ 

Senator Ture. According to my last figure on it, it is just about 
that. 

Senator Arken. But it never has hit the minimum under the wheat 
agreement. Last year the purchasing countries held off hoping to 
drive it down. However, they did not drive it down and, conse 
quently, this year they are having to take the amount that they 
agreed to. 

Mr. Sanvers. For that reason, I am sure that $1.25, which I have 
assumed here, is lower than farmers would expect to get for thetr 
surpluses under a multiple-price system. 

Senator ar You would have to assume that the price of corn 
would be $1.25, too, and competitive feed grains. 

Mr. Sastviin: Yes, I would, which is probably very much too low 
under present general prices. 

Senator Arken. It probably is. 

The CuHatrman. How do you figure, under the multiple system, that 
the wheat that would be produced in the third year would be $2,376 
million if sold at $1.25 

Mr. Sanpers. It aad not be, we would also have 600 million 
selling at full parity under multiple prices. 

The Cuarrman. That is what I asked you a while ago, and you 
said all at $1.25. 

Mr. Sanpers. No, I said all surpluses. I intended to at least. 

Senator Tyr. Dr. Sanders, how would you arrive at that by a 
fixed and positive Government support, so that that which was con 
sumed domestically would receive full parity ? 

Mr. Sanvers. Yes, I think the Secretary of Agriculture would 
declare at the beginning of the marketing season, as he would under 
these two bills before the committee. 

Senator Ture. In other words, he would say that your domestic 
disappearance is going to be so many millions of bushels? 

Mr. Sanpers. Yes, sir. 

Senator Ture. And on that you are going to get the actual full 
parity as the index gives. 

Mr. Sanvers. Yes. 

Senator Tarr. And then any part that is in excess of that in our 
annual production is going to hit the world market at whatever the 
world market offers for it ? 

Mr. Sanpers. Whatever the world market will pay, yes, sir. Ex- 
cept that sold under the wheat agreement. 

Senator Tuyr. What is the cost going to be in supporting that at 
full parity ? 

Mr. Sanpers. Under the certificate system that I have set forth here, 
not anything—scarcely anything. 

Senator Ture. In other words, the miller that gets the wheat for 
the purpose of milling has got to pay the difference in that certificate? 
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Mr. Sanvers. That is right; he has got to buy a certificate. He has 
got to buy his wheat at world price and pay also for a certificate. 

Senator Tuy. In other words, you say that Farmer Jones would be 
given a certificate to grow so many hundred bushels of wheat? 

Mr. Sanpers. Not under the plan that I have outlined. 

Senator Tuyr. That is what I am getting at. 

Mr. Sanpers. That is what the bills before the committee do. 

Senator Ture, I know, but under your plan how do you propose to 
give Farmer Jones a certificate? You are going to have to give him 
something to determine what he can plant. 

Mr. Sanvers. I can explain it rather briefly, Senator, and I will 
be glad to do it. But, this statement which I am filing explains that 
in detail, but I could do it very quickly if you would like to have me do 
1. 

Senator Tuyr. That is what I am trying to arrive at. First, if 
Farmer Jones—just assume for round figures is allowed to grow : 
thousand bushels of wheat, of that thousand bushels of wheat, it is 
reasonable to assume that 70 percent of that will be a domestic dis- 
appearance, 

The CHairmMan. Senator, [ think your figures are high there be- 
cause, if you proceed—— 

Senator Ture. It may be. 

The Cuatrman. If you have 1,200 million, the consumption is only 
600—50 percent—and even 40 percent, would be a nearer figure. 

Senator Tyr. Let us use 50 for round figures ? 

The CHarrman,. All right. 

Senator Tarr. We will say that 50 percent would be your domestic 
disappearance. You would have to give Farmer Jones some sort of 
a certificate that tells him that anything above that number of bushels, 
he is going to have to depend on world market prices, and up to that 
point, he is guaranteed a Federal subsidy to make up a positive full 
parity on that 50 percent. 

_ Now what I am trying to find out is, How do you establish that 

‘armer Jones has got this credit, or has got this assurance, and who 
mé alien up the difference so that he has the : assurance / 

Mr. Sanpers. All right, Senator, I can illustrate this in 5 minutes, 
so that I am sure you can understand it. 

You be Farmer Jones; Senator Aiken will be the exporter and 
Senator Ellender the miller. You have 1,000 bushels of wheat for 
sale. 

Senator Tuyrr. That is right. 

Mr. Sanvers. I come to you and want to buy it and you say, “Well, 
the world price of wheat today is $1 a bushel. Let’s keep this in 
simple terms so that we can follow it through more easily. 

Senator Ture. Yes. 

Mr. Sanpvers. I will give you $1 a bushel cash for your wheat. But, 
I have to go to the bank and buy a thousand-bushel certificate for 
wheat. 

You said half of it would be for domestic consumption to simplify 
it. 

Senator Ture. That is right. 

Mr. Sanvers. Now I come to you and tell you, “I will take your 
wheat at $1 a bushel.” But, I have to go to the local bank and buy 
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this 1,000-bushel certificate. And, since the Government has declared 
that wheat sell in domestic channels at $2 a bushel, and $1 a bushel, 
is the surplus price, I must pay for the certificate the difference be- 
tween the market price and the parity price for the wheat which is $1 
a bushel, or I must buy this certificate and pay $1,000 for it. Now 
just for the moment, let’s not think of how you get your extra dollar 
for half your wheat, and let’s take the wheat through the market- 
ing channels ? 

Senator Tuyrr. Yes. 

Mr. Sanvers. When I sell the wheat to Senator Aiken who is an 
exporter, I will sell 50 percent of it to him or 500 bushels. I must 
sell to Senator Aiken $500 worth of the certificate, or half of the cer- 
tificate. Senator Aiken loads his wheat for export, turns his cer- 
tificates in to the Government, and gets $500 for them. He has han- 
dled his wheat at $1 a bushel, that is after he gets paid back for his cer- 
tificate. He pays me for the certificate when he buys the wheat from 
me, so that I also have handled the surplus wheat at $1 per bushel. 

Now the other 500 goes to Senator Ellender, who is a miller. He 
has paid me the market price for the wheat plus $500 for $500 worth 
of the certificates. When the Government picks up his certificates 
after he has milled his wheat into flour they will not pay him any- 
thing for the certificates. He must sell his flour at a price to cover 
the surplus price of wheat plus the certificates. In other words, he 
has handled his wheat for $2 a bushel. 

The Cuarrman. Who is going to pay that $500 you spoke of awhile 
ago % : 

Mr. Sanpers. You will, as the miller. You pay $2 a bushel for 
your wheat and you must get $2 from the consumer. ‘The consumer 
will pay the $500. 

Now, how does the farmer, Senator Thye, get his $500? Attached 
to this certificate, when it is issued to me as the first buyer, is a certifi- 
cate for 500 bushels or the domestic portion of Senator Thye’s sale at 
$1abushel. I tear this certificate off and hand it to Senator Thye who 
is the farmer. He cashes it in any bank that represents the United 
States Treasury, and he cashes it out of the money that you, Senator 
Ellender, paid for the certificate for which you as the domestic miller 
did not collect. 

Now that, in simple terms, is a two-price system that doesn’t need 
any control. 

Senator Taye. Supposing that the consumer did not want to pay, 
and supposing the miller said, “well, now, I can go down here to 
Argentina and I can buy wheat and ship it in here?” 

Mr. Sanpers. He would have to buy a covering certificate. He 
could not mill wheat without paying for certificates. 

Senator Tuyr. Even paying the tariff, I can ship it in here for less 
than $1 a bushel. 

Mr. Sanvers. He would have to have a dollar certificate covering 
every bushel he imported from Argentina because the Government 
would request a certificate when he milled his flour. So, you could 
not get around it at all. 

And, so far as the consumer—the first question you asked : Suppose 
the consumer would not pay it—they have got to have flour, and they 
could not get it from any other source. They would pay it readily. 
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Because, you know, that $1 a bushel more for wheat does not greatly 
increase the price of a loaf of bread. 

The CuarrMan. Have you any idea of the cost that would adminis- 
ter in such an act? 

Mr. Sanpers. It would cost practically nothing. 

The CuatrmMan. You mean to say, that the millers—— 

Mr. Sanpers. To issue the certificate. 

The CuatrmMan. I know, but how would we prevent some of these 
millers from using dollar wheat grind instead of $2 wheat? 

Mr. Sanvers. Because their flour would have to be certified, and it 
would have to be covered with certificates and an inspector would 
inspect. them. 

The CuairmMan. I say administration there. You would have to 
have a policeman, I suppose, at every miller’s to see that? 

Mr. Sanpers. I do not think so. It would be necessary when a man 
got ready to sell his flour, to have certified flour, and he would ask 
the Government to come in and certify his flour and he would have 
to turn the certificates over to the Government. In the first place, he 
could not get the wheat without buying the certificates. It could not 
be sold or bought without certificates. 

Senator A1ken. They can buy anywhere they want to? 

Mr. Sanpers. Anywhere, from any private dealer. 

Senator Arken. Any part of the country? 

Mr. Sanpers. In any part of the country. 

Senator Arken. Each farmer in each State would get 100 percent 
for his wheat, for that percentage of his wheat which properly be- 
longed to him as his share of the domestic consumption ? 

Mr. Sanpers. Yes for his domestic percentage, it would at each 
sale made, when the wheat is first sold. 

Senator Aiken. Would the farmer get full price for his quota 
wheat if the buyers did not come around to buy it? Where would 
he get his money ¢ 

Mr. Sanvers. The farmer would have no quota under this system. 

Senator Aiken. Under your system but under this bill, he would. 

Mr. Sanpers. If you are asking the question under the bill, 
thought the question was—— 

Senator Arken. Each farmer in each county in each State gets a 
quota under the bill which has been introduced. 

Mr. Sanpers. Yes. 

Senator Arken. I am wondering how you can assure each farmer 
in each county that he is going to get his 100 percent price for that 
part of his crop which is allocated to him as his share of the domestic 
requirement. 

How is he going to get the money, assuming that the buyer does 
not go around buying his wheat ? 

Suppose that the farmer in Pennsylvania has 60 acres, we will use 
that for an example, but his share of the domestic requirements would 
be the product of 40 acres. 

Now, assume that the buyers were to say, “We do not want Penn- 
sylvania wheat.’ 

Or. suppose they say “We don’t want Oregon wheat, we want Kansas 
wheat. They have got a good crop this year, and we will buy all of 
our wheat in Kansas, Nebr: aska, the Dakotas, Minnesota, Montana.” 
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Then, how do you assure the wheat farmer of Pennsylvania and 
Oregon that he gets 100 percent price for his share of the domestic 
market ¢ 

Mr. Sanpers. Under the bill ? 

Senator ArkeN. Yes. 

Mr. Sanvers. Under the bill, I would say that he would be given 
a certificate which would be cashable by the United States and he 
would definitely get the market price for his wheat plus a certificate 
which he—— 

Senator ArkeN. That certificate represents the difference between 
what he actually got and what his share would have been had he sold 
his share of the 100 percent wheat. Would it represent that difference ? 

Mr. Sanpers. Yes, if I understand the question, it would represent 
the difference between the market price—you are assuming now that 
he does not sell his wheat ¢ 

Senator Arken. I am assuming he has to sell it for feed or at the 
lower export price. 

Mr. Sanvers. He would get his certificate-value support any time 
it is cashed, if I understand your question. 

Senator Arken. Would he get the difference between them / 

Mr. Sanprers. Yes: regardless of where the wheat was used. 

Senator ArkEN. Would he get the difference between his selling 
price and 100 percent for that part of his crop which is allocated to 
him for domestic purposes ¢ 

Mr. Sanpers. As I understand the bill, yes, he would; he would 
get market price as determined by the quality of his wheat for all of 
the wheat he sold and then he would ¢ell his certificates and would get 
the price of the certificate. 

Senator Arken. If the Minnesota farmer sold his crop for 100 
percent in the open market— 

Mr. Sanvers. For home consumption ¢ 

Senator Arken. Yes; and the Pennsylvania or Oregon farmer had 
to sell all of his for export feed, then the Pennsylvania and Oregon 
farmer would be reimbursed for the diiference, but the Minnesota 
farmer, having already received 100 percent, would get no further 
reimbursement ; would he? 

Mr. Sanpers. No. The Minnesota farmer would sell his wheat in 
the market at exactly what the market would bring, and he would 
get a price based on the quality, the base price of the wheat plus the 
value of his certificates. 

Senator ArkEeN. Yes. 

Mr. Sanpers. And he would have his certificate covering 50 per- 
cent of it on the assumption of Senator Thye, for which he would get 
cash in addition to the basic price he received for his wheat based on 
quality. 

Senator ArkeN. I was wondering how this two-price system was 
going to encourage the production of the wheat in the areas that 
produced the highest grade milling wheat. 

Mr. Sanpers. Well, all of the wheat—— 

Senator Arken. Under these bills, I don’t see how it could. 

Mr. Sanpers. Well, I believe those bills—— 

Senator ArkeN. Your proposal is not identical with these bills? 

Mr. Sanpers. No, sir. I'll tell you one way you could get even 
the differential based on quality, by making the differential instead of 
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a flat amount, mzke it a percentage of the price it was sold for under 
the certificate plan. I think you could change these bills, and it 
would be more complex under these bills to do that, because my 
certificate value is determined when the sale is made and is figured 
by the buyer at the time. 

Senator Aiken. But unless that two-price, or multiple-price sys- 
tem, encourages the production of the kind of wheat that we need for 
domestic purposes, then it would fail in that objective. 

Mr. Sanpers. Yes, it would; but with all price supports—well, they 
all have to be adjusted, Senator, all price supports will have to be 
adjusted to quality. 

Senator ArKEN. Yes. 

Mr. Sanpers. And the two-price system can be adjusted to quality 
just as easy as a fixed price support, or a flexible price. 

Senator ArkeN. But you would say that, Br instance, that the 
lower quality wheat produc ed on the Pacific coast or on the Atlantic 
coast, would have a different support ? 

Mr. Sanpers. Yes; I think so, at least their base or market price 
would. 

Senator Arxen. But, nevertheless, under the multiple-price system 
there is no support level—— 

Mr. Sanpers. Let me call your attention to a distinct advantage 
that all two-price systems have over fixed support or a set support. 
Since the base price, the open market price, is allowed to operate 
under a two-price system, quality is always reflected in this base price 
and good wheat in North Dakota will sell for a lot more than a soft 
wheat in Maryland under the two-price system, because the market 
price is allowed to function on the base price. 

The Cuamman. But suppose you would have a case where a farmer 
produces 1,000 bushels and his wheat is all salable right now, and 
the fellow in Oregon has wheat that is not as readily salable, it is 
used more for feed, there is not such a demand for it, how would you 
give the fellow who produced the good quality w heat the full market 
value for it in contrast to the fellow that does not grow that market- 
able wheat ¢ 

Mr. Sanpers. You would have wheat that could not be marketed ? 

The CHarrman. That is right. 

Mr. Sanvers. Well, a price support system will not correct the 
salability of any product, Senator. It does not do that under any 
price support system. You have got to sell a product before you 
can get a price for it, unless the Government wants to take all that 
wheat over and buy it when it is unsalable. 

The Carman. Yes; but you come up here with something that 
you have got, something that you are proposing to this committee 
as a plan and we have started out with very simple figures, and the 
question I am asking you now: 

According to your plan, forget about the bills that we have got 
before us, let us say that a farmer in North Dakota produced 1,000 
bushels of wheat that could be sold by him at a premium and the 
seller in Oregon over here has also 1,000 bushels to sell, 20 percent 
of which was salable and the rest is not. 

Now, would you treat those two farmers with your particular plan 
or any other—— 
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Mr. Sanpvers. If the wheat is not salable—— 

The Cc HAIRMAN. Well, when I say “not salable,’ I mean not as 
readily salable to the miller. 

Senator Arken. You mean a little less desirable / 

The CuHarrMan. Yes. 

Senator ArkEN. Perfectly good wheat, but not as desirable as the 
better wheat. 

Mr. Sanpers. All right. Under the two-price system—— 

The Cuairman. I am talking about yours, now. You have come 
here before us probably to criticize the bills before us and then ad- 
vance your own plan and that is what we are talking about just right 
now. 

Mr. Sanvers. Well, I have not criticized the bills 

The Cuarrman. When I say “criticized” I mean—well, go ahead. 

Mr. Sanpers. Now, if I have the wheat that you speak of in Oregon, 
let us say, would sell, even if you had no price support, at S$la bushel. 
whereas the good wheat would sell at $2 a bushel. Then under my 
price support it would still sell at $1 and the good wheat would sell at 
$2 and there would be a differential certificate of $1 paid additionally 
on both of them. 

The CuatrMan. But, under the certificate plan you say half of it 
would be sold, half of the farmer’s production is going to be sold on 
the domestic market at 100 percent of parity. 

Mr. Sanoers. That is right. 

The ‘Cranage. And the other half would be sold on the world 
market. Now, the—— 

Mr. Sanpers. The Secretary declares’ that 

The CiamRMan. Assuming that, as you said, the local market, the 
local price, for the salable wheat is $2 and the farmer could get that 
$2 for all of it, because of a shortage. How would you protect him as 
against the fellow who produces the less desirable wheat ? 

“Mr. Sanvers. The only protection either 
is the base price that the market pays him, the base price for the wheat, 
which we have assumed is $1 per bushel in Oregon and $2 for the better 
North Dakota wheat. 

The Cuatrman. Yes, but your plan envisions a two-price system at 
2 price to be received, say for 50 percent of the production for domestic 
consumption, which would be 100 percent of parity and the rest, the 
other half, on the world market. 

Mr. Sanpers. All of it sells at the world market for cash price or 
base price for each specific quality and 50 percent of it the farmer 
gets a certificate in addition—all of it for a given farmer sells for the 
same price if it is the same quality. 

The Cuatrman. I understand that. 

Mr. Sanpers. We do not say that one-half of it sells for $2 a bushel 
and the other half for $1. I say all of it sells for $1 and half of it— 
in addition—gets a certificate. 

The Cuarrman. So that, putting it another way, the man who in 
North Dakota produces 1,000 bushels of good wheat for which he could 
readily get on the domestic market $2 

Mr. Sanpers. Yes. 

The Cuatrman. Would not receive any more than the seller in 
Oregon who has 20 percent wheat readily salable and 80 percent which 
is not. 
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Mr. Sanpers. For $1 wheat in Oregon ¢ 

The CrarrMan. Yes. 

Mr. Sanpers. No, the farmers in Oregon would get $1 on 1,000 
bushels. 

The CHarrRMAN. Yes. 

Mr. Sanvers. The follow in Oregon would get $1 for his 1,000 
bushels plus $1 for 500 of it or $1,500. 

Now, the North Dakota man would get $2 for his 1,000 bushels, plus 
a $500 certificate which would be $2,500 that he would get for his 
wheat. 

Senator Arken. In this proposal, don’t you average the cost or price 
of wheat over the whole country? Isn’t parity a national average! 

Mr. Sanpers. No; 1 don’t think either bill does. 

Senator Arken. I have no more questions. 

Mr. Sanpers. Senator Ellender, | would like to read the last para- 
graph of my statement. 

The Cuarrman. All right. 

Mr. SANDERS (reading) : 


The farm problem consists of two main problems, neither of which are as yet 
solved—the surplus and the low income problem of farmers. The surpluses 
from American farms are certain to continue for years regardless of Govern- 
ment’s efforts to prevent them. These efforts only shift the problem from one 
product to another. The two-price, or multiple price-supports plan, is the best 
proposal put forward to deal with the low income problems of farmers and to lay 
the foundation for the least costly means of disposing of our surpluses. 


Since figures were presented to show relative costs, and income, I° 
a | like to present a statement of how those were derived. I think 
it is fair to the critics that they know how the figures were derived, 
sid if that may follow the statement, I would like it to do so. 

The Cuamman. Where is that? 

Mr. Sanpers. These here | exhibiting]. 

The CuarrmMan. You may file that for the permanent record. 


STATEMENT FiLep By J. T. SANDERS ON COMPARISON OF RESULTS FOR WHEAT OF A 
3-YEAR OPERATION FoR 4 IoRMS OF PRICE SUPPORTS, ON ACCUMULATION OF SUR- 
PLUSES, ON FARMERS’ INCOME, AND ON THE COSTS AND INCOME TO THE NATION 


i basis for judging the points of compi irative strength and weakness of four 
isin Ss of farm price support for our major surplus products, I have undertaken 
to calculate the effects of the operation of each type on wheat for a period of 3 
years. 

The comparison is made for high fixed supports at 90 percent, and with use of 
control, for a certificate multiple-price plan with no control; for a flexible price 
support with control, and a production payment plan with use of control. The 
detailed calculations for this comparison are given in the table following. Sum: 
mary of the results for the third year is given in table 2 below. 

The general assumptions, under which table 4 in the appendix is calculated, 
are that for the first year of the 3-year operations, we will start out with “a nor- 
mal carryover,’ without assuming this to be any given quantity; that there is no 
control the first year but that there is price support for the year even though 
“the normal” 1,250-million crop is produced. “Normal” as used here is not used 
in the sense of “normal” as defined in the 1949 act. It is also assumed that 1,250 
million is a normal crop for all 8 years where control is not exercised as is the 
case under the certificate multiple-price plan; that parity price is $2.50 per 
bushel; that the international wheat quota is 210 million bushels and that it 
will move at the minimum $1.55 per bushel; and finally it is assumed that for 
the 3-year period feed wheat will sell at $1.25 and that any extra export above 
the IWA export will move at this extremely low price. Support prices are 
assumed to be 90 percent of parity, or $2.25, for all years for the fixed support 
and for production payments, to be full parity for the multiple-price plan, and 
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a 


for $2 or 80 pereent of parity for flexible supports during the first year and 
S1.87% thereafter. 

The first year of the 3-year period, of course, would be a bonanza year for 
farmers under the production payment plan with $2.8 billion income to wheat 
furmers, and under 90 percent fixed support with an income of $2.7 billion. The 
income for the flexible support plan which is “flexed” to the 80-percent level for 
the first year would be $2.4 billion, slightly more than the $2.4 billion rounded 


figure of income under the multiple-price pian. 


Summary results on farm income and costs to the Nation and to consumers of 
price support for wheat under high fired support, a multiple price support, 
fexible support, and production payment support 


Form of price support 


Certificate | Flexible price; »., 
multiple- support (19494 San 
price plan ict) and cen- Daymnceys 


on ane 

ind no con- trol on 3d plan with 

trol z ae control 
year 


Income items 


Current 90 
percent and 
control 


In millions of dollars 


Gross income to farmers 

Net cost to Government 

. Gross income to Nation (item | minus item 
9) 

Differential cost to consumer 01 

tion payment consumer cost 

Net income to Nation (item 3 


YT pro lue- 


less item 4 


$2, 376 


0 


$1, 670 


6 


750 | 


1, 626 


Percent 


Pereent of lowest income 
(a) To farmers (item 1 lowest) __° 17 14: 100 
h) To Nation (item 3 lowest) 7 
(c) Net to Nation 


(itern 1 lowest 135 102 


But if the first year of the operation is a bonanza year for farmers under the 
two plans other than flexible and the multiple-price plans, it is, on the contrary, 
a disastrous year for the three plans other than the multiple-price plan from the 
standpoint of cost to the Government. It would cost the United States Treas- 
ury $1.1 billion for production payments, and $487 million for 90 percent fixed 
support counting loss on TIWA wheat and difference between feed prices and 
support prices for the 340 million addition to Government-held surpluses. The 
flexible support would cost $313 million total, and give a surplus addition of 
290 billion bushels. No net addition to Government-held surpluses would take 
place either under the two-price or production payment plan sinee it is assumed 
that surpluses would either be fed or exported at the free world price of $1.25 
per bushel. 

To move on to the second year of operation under the four alternative plans, 
it will he obvious that the accumulating surpluses under the fixed support require 
rigid programs of controls to stop mounting Government surpluses and unbear- 
able costs to the Government. Also it would be necessary to apply control to 
the production payment plan to reduce the enormous $1.1 billion annual cost, 
although under it the Government will not have accumulated any additional 
surpluses. For the flexible support plan, however, it is assumed that control is 
not used the second year but that the bottom of the support scale, 75 percent 
of-parity, is relied on during this vear to reduce mounting surpluses. We have 
assumed this low support would darmnpen farmers’ desire to plant wheat and that 
there would be a reduction in an ontput of 150 million bushels—probobly a 
rash assumption. 

Since the certificate plan would have operated the first year without the acen- 
mulation of surpluses and without cost to the Government there would be no 
need for farmers to alter their normal 1,250 million bushel crop for the second 
year of operation. The results are, therefore, an assumed crop of 1,010 million 


64440—55- pt. 1 15 
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bushels the second year for fixed supports and for production payment supports ; 
a crop of 1,100 for flexible supports, and 1,250 for the multiple supports. 

During the second year farmers would receive their largest wheat income of 
$2,376 million from multiple support; $2,173 million each from production pay- 
ment and fixed supports; and $1,968 million from flexible supports. During this 
second year low flexible supports, it is assumed, would not have prevented mount- 
ing surpluses. It is assumed they would reach the unbearable amount of 520 
million bushels added to the normal carryover, thus making the application of 
rigid control with flexible supports necessary on the following or third year. 

During the second year costs to the Government would amount to $947 million 
for production payments despite control; $272 million for fixed and $212 million 
for flexible support with no cost to the Government for the certificate plan. 

The third year under the assumed condition is the year of real test of the opera- 
tion of the four plans. During the previous 2 years production payments plan 
would have cost so much (a total of $3.1 billion) that full control to minimize 
its cost would be necessary on the third year; and only IWA and normal feeding 
of 200 million bushels of feeding and additional export is assumed. Similar 
controls for fixed and flexible supports are assumed for the third year with 75 
million more feeding for the flexible than for fixed supports. Table 2 below 
summarizes the results of the vital third year of the comparative tests. 

To my way of thinking all assumptions of the operations during the first 2 
years and the results indicated are valid and to be reasonably expected. There- 
fore, it is believed that the comparative effects of the 4 plans are reasonably 
fair and valid expectations for the third and continuing years thereafter, for 
the 4 plans. 

The maximum income to farmers for the third year is derived from the mul- 
tiple price support, $2,376 million, followed by $2,173 million for the production 
payment plan; then by $1,948 million by fixed supports; and the least income is 
derived from the use of flexible supports, $1,670 million. Counting the latter as 
100 percent, the multiple support yields a 142 percent income to farmers; pro- 
duction payments 130 percent; and fixed supports 117 percent of the low income 
derived from flexible supports. 

But the relative cost to the Government of the different plans is of great im- 
portance in weighing the merits of the four plans. Unless the production pay- 
ment plan is accompanied by controls sufficiently rigorous to create absolute 
domestic scarcity, or until imports are necessary, it is certain to continue to 
prove by far the most expensive of the plans to the Government, since it must 
pay farmers out of the Treasury the difference between the feed price $1.25 
and the 90 percent parity support, for the farmers’ total output, so long as any 
surplus production whatever is permitted. 

During the third year, when all the plans would likely be in a stabilized oper- 
ation status, costs to the Government would run $947 million for the production 
payment plan despite rigid controls of production, $147 million for high fixed 
und $68 million for flexible supports. Of course, if in all three of these plans, 
controls were used so rigorously as to eliminate all export and feeding surpluses, 
costs to the Government could be dispensed with. Obviously such a control 
would be strategically dangerous and would not be countenanced. 

Comparing the four plans further by deducting Government costs of operation 
from the gross income farmers receive, we find that the gross income to the 
Nation remains at $2,376 billion for the multiple support plan; is $1,801 million 
for fixed supports; $1,602 million for flexible supports; and the smallest $1,226 
mililon for production payment supports. Expressed in percentages, with the 
smallest income equal 100 percent (for production payments) multiple supports 
yield a 194 percent income; fixed supports 147 percent; and flexible supports 
131 percent. (See Table 2, p. 11.) 

The four plans of support reflect greatly different costs to consumer. In this 
respect the production payment plan costs least and multiple supports cost con- 
sumers most with $750 million more counting seed wheat as part of such cqn- 
sumer wheat. The added cost of fixed supports is $600 million: and of flexible 
supports $375 million. 

If these differential costs are deducted from the income to the Nation (farm- 
ers’ income less cost to the Government) we get a residual comparison of income 
to the Nation with comparative consumer costs considered. 
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When this is done the lowest income is r‘ ed for hi ixed supports; and 
again the multiple support reflects the highest income of the four forms of sup- 
port, with an income that is 35 percent higher than the lowest The other two 
forms of support reflect incomes only 2 percent above thi f high tixed supports. 

In all three ways of reflecting income the multiple pri support shows marked 
superiority to the other three plans. In addition to the advantage of improved 
income for farmers, Such a program can cleariy be made to operate without the 
regimentation incident to other plan ifter we have passed through the neces- 
sary period of transition from our present status of large surpluses, to reasonable 
balance, as pointed out in the testimony of the master of the National Grange on 
March 30. 

The present situation makes clear the fact that a two-price or multiple price 
plan could have easily been put into operation earlier and would have prevented 
this accumulation of cotton and wheat in the hands of government. The same 
situation, however, compels a careful combination of certain features of both 
programs aS we move gradually from one program toward the other. Even 
though our rigid one-price-plus-subsidy program has deprived farmers of a fair 
and reasonable share of the markets of the world, it is clear that we must not 
permit present stocks to destroy those markets by unrestrained subsidy, or 
release from storage. The case for a two-price or multiple-price program is 
made compelling, however, by this same present status. 

Admittedly, since the primary use for cotton shows more elasticity than wheat, 
the case for cotton would not be as clear cut as we have shown it for wheat. 
On the other hand, there appears to be a greater number of potential new 
or secondary uses for cotton than for wheat if there could be full flexibility of 
price incentive uses under a multiple price support. 


Comparison of results of the use of 90 percent fixed price support, the use of 
certificate multiple price support, flexible price support, and production pay- 
ment support for 8 years of wheat crops’ 


IST YEAR’S SURPLUS CREATING CROP WITH NO CONTROLS? 


4 Form of price support 


Current Certificate Flexible | Production 
Items on forms of use and costs 00 ner ont muiltirk price sup- payment 
laine see port (1949 | plan with 
support price plan 
and con and no act and control and 
trol contro! control on | 90 percent 
: , 3d year support 


. Wheat produced and used in millions of bushels 
1. Production Ist year ; 2 . 1, 250 
2. Domestic food and seed use 600 
3. International Wheat Agreement quotas- ‘ 210 
4. Wheat fed or exported 3150 
5. Wheat added to Government-held surplus 290 
I. Value of crop to farmers in millions of dollars 
1. Price support per bushel $2. 2: $2. 5 $2. 00 


2. Domestic use__- $1, $1, 200 
3. IWA wheat 4 420 
4. Wheat fed or exported outside IWA at 

$1.25 per bushel 2 188 
5. Surplus wheat bought by the Government 35 638 


6. Total received by farmer Ist year 2, 2, 446 


Ist year net cost of program to the Government 
1. IWA (Support price minus $1.55 95 
2. Surplus wheat (support price less feed 
value). 
8. Production payment to farmers 


4. Total net eost to Government. 


See footnotes at end of table. 
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YEAR OF PROGRAMS WITH CONTROL FOR 90 PERCENT SUPPORT BUT NO 
CONTROL FOR FLEXIBLE SUPPORT 


Form of price support 


Flexible Production 
price sup- payment 
port (1949 | plan with 

act and control and 
control on | 90 pereent 

3d year support 


Current Certificate 
00 cent multiple 
suport price plan 
and con- and no 
trol control 


Items on forms of use and costs 


’roduction 2d year, in millions of bushels: 
1. Production 61,100 
2. Food and seed use 600 
3. IWA wheat : 210 
4. Wheat fed or exported outside IWA ! 
Added to surplus 
V. Value of crop to farmers in millions of dollars 
1, Support price 2d year 


2. Food and seed use 
3. IWA wheat 
4. Wheat fed or exported outside IWA 
W heat added to surplus of Government 
Total received for crop 
of price support to the Government in 
lions of dollar 
IWA support price less $1.55 
Surplus bought by Government (support 
less feed value 
3. Production payment to farmers 


4. Total net cost to Government. 272 


3D YEAR OF PROGRAM WITH CONTROLS FOR 90 PERCENT AND FLEXIBLE 
PRICE SUPPORTS 


tion, 3d year, in millions of bushels 20 985 


Food and seed : 600 
IWA wheat ‘ 210 
Wheat fed or exported outside TWA 175 
Wheat added to Government surplus ( 0} 
of crop to farmers in millions of dollar 
Price support per bushel, 3d year 
Food and see 
IWA wheat 

4. Wheat fed or expor 
W heat added to surplu 


6 i income to farmers 


LX. Net cost of program to Government: 
IWA wheat | 68 | 147 

2. Surplus bought by Governme 0} 0 | 0 
Production payments to fat rs 0 800 


68 947 


it is assumed that there is a normal supply of wheat at the beginning of the Ist year, and that the IWA 
quota is 210 million bushels for export at the minimum price of $1.55 per bushel. It is also assumed that 
for the 3 years parity price is $2.50 per bushel; and that feed price and exports outside of IWA agreement 
is $1.25 per bus)el 

Assumes price support without control for all 4 plans is available for Ist year and is announced at the 
beginning of the marketing year and not before planting. 

’ This assumes that as a result of ‘‘flexing’’ the support price from 90 percent down to 80 percent of parity, 
50 million more bushels of wheat would be used domestically in food or feed at $2 per bushel—in all proba- 
bility this is an excess allowance, 

‘ This assumes that International Wheat Agreement exports sell at the bottom of scale price—$1.55 per 
bushel, 

‘ This assumes that quotas are set at a level planned to produce domestic needs and IWA quotas, but 

ite this, an addition of 100 million busels are produced and added to surplus. 
Chis assumes that as a result of supporting prices at $2, the reduction of production would be 100 million 
hels under previous year’s crop. 
s a result of dropping prices the 2d year to $1.87 that 25 million additional will be 


d or food during the 2d year. 
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The CuarrmMan. Any further questions? 

Senator ArkEN. No. I want to say that 1 know Dr. Sanders has 
worked for years on this subject, and there is nobody in the country 
who has worked harder to solve an almost unsolvable problem than 
he has. 

The Cuairman. Well, I have had him before us quite often, and I 
have appreciated his appearances, and if there is a solution of this 
problem, I would consider him the man to solve it. 

Mr. Sanpers. Well, Senator, I would like to say that I thank both 
of you for that statement and for permitting me to appear before the 
committee today. 


STATEMENT OF HERMAN FAKLER, VICE PRESIDENT, MILLERS’ 
NATIONAL FEDERATION 


Mr. Faxuer. Mr. Chairman and members of the committee, my 

name is Herman Fakler. I am vice president of the Mi llers National 
Federation with offices in the National Press Building, Washington, 
ID. ©. The federation is the national trade association of the wheat 
fiour milling industry of the United States. In 1954 its flour mill 
company members produced approximately 84 percent of all of the 
flour produced in the United States. The flour mills of our company 
members are located in 37 States and the District of Columbia. 

With your permission I should like to direct my testimony to 
S. 1750, introduced by Senator Carlson, of Kansas, but my comments 
will be equally applicable to the other proposed bills on the same 
subject. 

At the outset I want to make it clear I am not here to discuss the 
merits of the proposed two-price system or domestic parity plan for 
wheat as set forth in Senator Carlson’s bill. It has long been the 
policy of the flour milling industry to take no position either in favor 
of or in opposition to proposed legislatin dealing with general agri- 
cultural and price-support programs. We believe ‘these matters should 
be determined by the Congress and by the producers who are directly 
concerned. 

We do feel, however, that when any such proposed program im- 
poses responsibilities and obligations upon members of the industry 
and has a direct effect upon the operation of the industry in general, 
we do have an obligation to the Congress and to the wheat producers 
to bring these matters to their attention. It is my purpose this morn- 
ing, therefore, to discuss Senator Carlson’s bill only from the stand- 
point of its effect upon the operations of the milling industry and to 
suggest for your consideration a number of amendments which we 
believe are not only necessary in order to minimize the impact upon 
the industry and its members but also to make the plan workable if the 
Congress should decide to enact it into law. 


DOMESTIC FOOD QUOTA 


Section 3880b, beginning in line 4 on page 3, defines the domestic 
food quota as being that number of bushels of wheat which the Secre- 
tary determines will be consumed as human food in the continental 
United States during such marketing year. Subsequently, wherever 
the phrase “domestic food quota” is used, it is clear that it refers only 
to human food. 





226 PRICE-SUPPORT PROGRAM 


Thereafter, provision is made for the issuance and sale of market- 
ing certificates aggregating, with some allowances, the amount of the 
domestic food quota. These marketing certificates are designed to 
apply only to that portion of the wheat | crop which will be consumed 
as human food. In setting forth marketing restrictions in section 308e, 
the term “food product” ‘is used in several places. It is quite evident 
that this term refers to a human food product, but this is not made 
definite by particular specification. 

I direct your attention to the fact that the Federal Food, Drug, 
and Cosmetic Act defines the term “food” as meaning articles used 
for food or drink for man or other animals. In order to eliminate 
any possible confusion, I would suggest that at the end of section 380b 
there be inserted the following simple definition : 

As used in this subtitle the term “food” and “food product” shall mean human 
food. 
MARKETING CERTIFICATES 


In section 380d and.particularly in lines 12 to 15, inclusive, the 
Secretary is directed to issue and sell marketing certificates in such 
quantities as may be required to persons processing wheat into food 
products. We believe it is the intent of the legislation to direct the 
Siesiiieee to issue and sell to processors as many certificates as are 
required by them to meet the demands of consumers in the United 
States for flour and other wheat products. However, there is doubt 
in our minds that the language to which I have referred clearly sets 
forth this principle. It is respectfully recommended, therefore, that 
this sentence be modified to read as follows: 

The Secretary shall also issue and sell marketing certificates to persons proc- 
essing wheat into food products in such quantities as are required by such 
persons in order to meet the requirements of subsections (a) and (b) of section 
380a. 

Subsection (b) of section 380d sets forth the manner in which the 
Secretary shall determine and proclaim the value of marketing cer- 
tificates. We have two recommendations to make with respect to this 
subsection. 

Your attention is directed to the fact that with the exception of 
smal] quantities of flour which are purchased for immediate deliv- 
ery, most flour is purchased by contract for delivery at specific dates 
in the future. These delivery dates vary with the requirements of the 
purchaser. The flour miller must know at the time the contract of 
sale is entered into what his wheat cost is and, if a certificate plan 
were in effect, the value of that certificate would have to be included as 
a cost factor. It is absolutely essential, therefore, that the miller 
know that the certificates included in a particular flour transaction 
will be in effect for a known period of time and at a known value. The 
flour contract period can then be adjusted to those known factors with 
certainty. 

In order to meet this point, it is recommended that in line 2 on page 
6 after the sentence closing with the word “cent” there be inserted the 
following new sentence 

The value of the certificate so determined shall remain constant and the cer- 


tificate shall remain in effect throughout the marketing year for which it is 
issued in order to carry out the purposes of section 380e. 
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Senator ArkEeN. What effect would that have on the purehase of 
wheat the last month of the year? 

Mr. Faker. I am coming to that. It presents a problem. 

Senator Arken. You might have a change in 2 weeks time. 

Mr. Faxter. It presents a real problem. 

Senator Arken. Well, if you are coming to that, all right. 

Mr. Faxuer. I am coming to that. I think that can be dealt with 
but I grant you it is a very difficult problem. 

The last sentence of this subsection requires that the Secretary shall 
make the necessary proclamation with respect to marketing certifi- 

cates during the month of June immediately preceding the marketing 
year for which the domestic food quota was proclaimed. In our 
judgment, such a proclamation, if delayed until sometime during the 
month of June, would very seriously disrupt the continuity of the 
purchase and sale of flour. New crop wheat is beginning to be har- 
vested and to come to market during June and flour buyers are watch- 
ing the situation closely. If their judgment is in favor of entering 
into contracts to purchase flour, either during the latter part of May 
or during the month of June, the miller must be in position to enter 

into such contracts, that it, for delivery beyond the new marketing 
year. The purchase and sale of flour and other mill products cannot 
be shut off and turned on by artificial mechanisms. 

It is recommended, therefore, that the Secretary be required to issue 
the proclamation contemplated by subsection (b) of section 380d by 
May 1 immediately preceding the marketing year, or certainly not 
later than May 15. ‘ 

Senator Arken. In that case, would there likely be a little hesita- 
tion in the market for wheat exceeding the announcement by the 
Secretary ? 

Mr. Faxuter. There might very well be until all those factors are 
known. 

The Cuatrman. But those certificates are fixed, the farmer would 
sell a certain percentage, a fixed percentage of his wheat for 100 per- 
cent of parity There is no obligation on your part to buy any wheat 
at a fixed price, except what you may need in your busines, is there? 

Mr. Faker. No, we have no obligation to buy certificates except in 
such quantities as are required by us in our processing for human 
consumption. 

The Cuarmman. Well, I do not quite see how you would be affected 
by the price if all of that is fixed in advance, that is, by giving to the 
farmer this 100 percent of parity as the bill intends. 

Mr. Faxutrr. Well, I do not understand the operation of at least 
Senator Carlson’s bill in quite that fashion. It is my understanding 
the wheat will go to market and sell for whatever it will bring. The 
farmer will be issued certificates to cover what is known as the do- 
mestic food quota. 

The Cuatrman. That is the wheat you buy. 

Mr. Faxrer. No, we don’t buy that certificate exactly. We have to 
go to the bank 

The Cuamman. When you say “food quota” does that mean in this 
bill wheat that will be sold for human consumption, for domestic con- 
sumption ? 

Mr. Faxter. It is a purely arbitrary quota. 
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The CHarrmMan. Oh. 

Mr. Fax er. That is allotted to the farmer, if I understand the 
bill, to represent his share of the entire domestic 

Senator A1KEN. All right. Suppose the price of the wheat is above 
100 percent of parity, what effect does that have on the purchase 
certificates ? 

Mr. Faxuer. As I understand it, the certificates have to be pur- 
chased in any event. 

Senator ArKEN. Well, I was wondering, if the price of wheat was 
above 100 percent parity and it is close to 100 percent of parity in some 
parts of the country right now, are you still going to purchase the 
certificate from the bank ? 

Mr. Fakuer. As I understand the bill, we would still have to do 
that; that is correct. 

Senator AIKEN. Well, I seem to have gotten into deep water. 

The Cuatrman. I probably may have gotten into deep water my- 
self, by not making a study of the Carlson bill or the other bill. 

Senator Aiken. There are some things we ought to know, I am sure. 

(Discussion off the record.) 

The CuarrMan. Well, all the bills that are before us, and particu- 
larly the Carlson bill, as I understand it, envision, I presume, the 
issuance of certificates for the entire production of wheat in the 
country. 

Mr. Faxurr. No. If I may correct that, only for what is known 
as the domestic food quota. 

The Cuatrman. That is exactly the question I asked a while ago. 
Those are the only certificates that you would be compelled to buy in 
order to get wheat to mill for domestic human consumption 4 

Mr. Faker. Well, in effect, it would be that but we are required to 
acquire the certificates. 

The Cuarrman. All right. 

Mr. Faxuer. At the time that we process wheat and buy the 
wheat—— 

The Cuatmman. And those certificates would be the amount. of 
wheat produced in that 1 year, wheat for domestic consumption, 

Mr. Faker. Sure. 

Senator Munpr, Human consumption. 

Mr. Faxter. Human consumption in the country. 

The Cuamman. Human consumption in the country, that is what 
I had in mind, 

But the point is, as I tried to point out a little while ago, you would 
be compelled only to buy certificates that would permit you to obtain 
wheat for milling purposes for human consumption ? 

Mr. Faxuer. That is correct. 

Senator ArkeN. Let me get buck to my deep water. 

If the parity price should be $2 and the market price were $2.10, 
what would you pay for your certificate ? ; 

Mr. Faxuer. It would be the amount set up by the Secretary at 
the beginning of the year as to the value of the certificate, and that is 
to presumably remain in effect for the entire marketing year. 

Senator Arken. Well, go on—I am still in the deep water. 

The Cuarrman. I think it is all—it has got to be a fixed price. You 
could not vary the prices. 
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Mr. Faxter. Well, I don’t want to get into the merits of the bill 
as I said in the beginning, but the theory of the whole plan is that 
the general level of wheat prices in this country would be low with 
certain premiums for the high quality wheats that we were talking 
about earlier-—— 

Senator ArkEeN. There is little likelihood with the enactment of this 
legislation that the general level of prices for all wheat would exceed 
parity, is there ? 

Mr. Faxuer. No; I think it is unlikly. 

Senator Arken. It will be more likely to be 60 to 70 percent of 
par ity. 

Mr. Faxuer. I would think so. 

Senator ArkeN. All right. I think that is the answer. 

Mr. Faxuer. As a practical matter. 

Senator Arken. I think I am probably touching on something that 
would not exist. 

Mr. Fakuer. I think it would be an unusual situation except with 
certain high premium wheats, the durum wheats and high protein 
spring wheat, which usually command a premium. But your pro- 
ducers would be entitled to that certificate just as well as the producers 
in other States. 

Senator Arken. And would go into the national average? 

Mr. Faxurer. That is right. 

The CHamman. But don’t you think that any program that we 
initiate here ought to encourage the production of salable and mar- 
ketable wheat ? 

Mr. Faxuer. Oh, very definitely. ‘That is our big problem now. 

Senator A1rken. What is the reason for wheat selling for 20 cents 
or 30 cents a bushel higher than it did a year ago? 

Mr. Faxuer. That is because there is a scare ity at the present time 
of the kinds of wheat that we need to mill into flour for bread-baking 
purposes. 

A good deal of the wheat has gone into the loan, a good deal of the 
wheat has been produced for loan only, and it has been the lack of 
production of the higher quality wheat which has compelled us to pay 
a premium for the kinds of wheat we need for milling purposes. 
That is the reason for that. 

Senator Aiken, You pay for it right out of the field ? 

Mr. Faker. Oh, yes, the premiums are being reflected directly to 
the producer. 

The Cuairman. Well, as you understand the Carlson bill, are you 
obligated to pay for that wheat that you mill at the prevailing price 
or the price that is fixed, or is that reflected —— 

Mr. Faker. We are required to do two things, Senator, In our 
normal operations we are required to buy wheat, that is what we have 
got to do in order to stay in business, and we must pay whatever 
market price there is for wheat on the day we are buying it. 

Now, when you come to process that wheat into flour for human 
consumption, as I understand the Carlson bill, we must purchase cer- 
tificates equivalent to the number of bushels of wheat we are grinding 
for flour for domestic food consumption. 

So, we do two things, we pay the market price and the value of the 
certificates and both factors are reflected in the price of flour. 
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Senator Munpr. Why do you have a fixed price for your certificate ! 
If you have a fixed price for 100 percent of parity, your result is the 
same, whether you pay $1 for the certificate or whether you pay 50 
cents on a certificate, if you buy wheat at $2 what difference does it 
make how much you pay for the certificate and how much you pay the 
elevator man or the farmer? 

Mr. Faxuer. We must know the value of the certificate. 

Senator Munpr. No, you must know the value of the wheat. 

Mr. Faxter. No, that is the point. We do not know what the value 
of the wheat is going to be. 

Senator Munpr. If that is set up ata parity figure, and parity is 
announced that year, let us say at $2.20, I do not see how it makes any 
difference to you how much you pay for wheat and how much you pay 
for the certificate, when it costs $2.20 for a bushel, you can calculate 
your operations from one set of figures as well as the other, 

Mr. Faxuer. Senator, I wish it were as simple as that, but it is not. 

Senator Munptr. Why not? 

Mr. Faxrer. Parity is merely a satistical calculation, but we are 
faced with the reality of having to pay each day that we buy wheat, 
what the market demands. 

Senator Munpr. That is right. 

Mr. Faxier. And that price fluctuates, up and down. 

Senator Munpr. That does not make any difference because your 
total cost does not, you are stuck with that $2.20 a bushel. 

Mr. Farrer. No, we are Oe stuck to that at all, Senator. We are 
confronted with two Houiens 1) the actual market fe of the wheat, 
and, (2) the value of the certific ate that the Secretary sets up. That 
value is the difference between what he estimates parity will be for the 
forthcoming year, and what he estimates the average farm price will 
be for the forthcoming year. 

Senator Munor, That is right. And your total would not vary. 

Mr. Faxuer. Oh, yes; it varies with the market. The only thing 
that does not vary is the cost of the certificate. 

Senator Munpr. Well, what difference does it make if in July you 
pay $1.50 for wheat and 70 cents for a certificate and then comes Sep- 
tember, you pay $1.50 for wheat and 90 cents for the certificate ? 

Mr. Faxrer. Well, that is an entirely new concept to me. In my 
judgment, that would contemplate actually fixing the price of whe: 
and I do not think it is contemplated in this legislation that the ine 
of wheat would be fixed at 100 percent of parity for the year 

The Cuarrman, Yes, that is the plan here—— 

Senator Munpt. No. 

The Cuatrman. All of these programs, as I understand it, are to fix 
the certificate on the basis of 100 percent of parity. 

Senator Munpr. For domestic wheat. 

The CuatrmMan. For domestic wheat. 

Mr. Faxter. With the objective of reflecting parity to the farmer in 
income. 

The CuatrmMan. Yes. 

Mr. Faxver. The approximate parity value of the wheat, not the 
parity pr ice. You cannot do that unless you fix the price. 

The Cuarrman. In other words, suppose you buy 500 bushels, let 
us say, of wheat. I mean, you need 500 bushels of wheat 

Mr. Faxver. Yes. 
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The CHArRMAN. You have to get a certificate in order to be able to 
purchase these 500 bushels. 

Mr. Faker. Not as I understand it. I think that may be. Dr. 
Sanders’ proposal, but it is not the case in the two bills before you. 

The CuatrrMan. Well, will you tell us how you would have to act 
under this ¢ 

Mr. Faker. Yes; there are two things that happen, as I under- 
stand, under the Carlson bill: One is that the Secretaary determines 
what the domestic food quota is going to be for the entire country. 

The CuarMan. That is right. 

Mr. Faxter. That is then allocated to the States, 

The CHamman,. That is right. 

Mr. Faker. And in turn is allocated to the counties and the 
farmers. 

The CuairMan. That is right. 

Mr. Faxxer. Based on certain formulas, each farmer then gets 
individual domestic food quota which has some relation to his prio 
production. 

Senator Munpr. For which he is supposed to receive 100 percent 
parity. 

Mr. Faxuer. No. Then, for that quota he is given the number of 
certificates at a value which is set by the Secretary of Agriculture, 

Senator Munpr. At 100 percent of parity. 

Mr. Faker. No. No "the value is fixed at the difference between 
the estimated parity and the estimated farm price. 

Senator A1rken. Which may not be that at all at the end of the 
season. 

Mr. Faxuer. Exactly so. 

Senator Munpr. Then you are simply giving the farmer—well you 
are making the farmer the victim of some body’ s cultured and educated 
guess; aren’t you? 

Mr. FAKLER. Well, I don’t know that I would want to use those 
words, Senator, but the result is that the farmer would have to accept 
the result of an arbitrary calculation. 

Senator Munpr. Your bill differs then from the bill presented by 
the Wheat Growers Association of the Northwest ? 

Mr. Faxter. I think in substance it is about the same. 

Senator Munpr. They were going to give him 100-percent parity 
for his quota. 

Senator ArkEN. The Morse-Carlson bill. 

Mr. Faxter. Yes; I think that is correct. 

Senator Aiken. And I cannot see how that 

Mr. Faxcer. There are problems involved. 

Senator AIKEN. I think so, and when you refer to the market price 
you mean the cash price for that today ; don’t you ? 

Mr. FAKLER. Surely. 

Senator ArKkEN. Would this legislation have any effect at all on 
hedging or futures ¢ 

Mr. Faxter. I doubt it. 

Senator ArkEN, You think not? 

Mr. Faxkuer. I doubt it. Now turning again to my prepared 
statement. 

Subsection (a) of section 380e requires all persons engaged in the 
processing of wheat into food products to acquire marketing certi- 


4 
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ficates equivalent to the quantity of wheat contained in the food prod- 
ucts. However, this subsection does not specifically set forth a meas- 
ure of the qui intity of the certificates required. We suggest, there 
fore, the addition of the following sentence at the end of this sub- 
section : 

The quantity of such marketing certificates acquired shall be equivalent to 
the number of bushels of wheat of 60 pounds processed by such person into food 
for human consumption. 

Since marketing certificates are not required in connection with ex- 
ports, it would appear to be unnecessary to require a person engaged 
in the processing of wheat, and who intends to e xport the wheat ‘prod- 
uct himself, to acquire certificates and then apply for refund. It 
would also appear to be unnecessary to require the processor to give 
a bond as provided for in subsection (d) of section 280e. 

The Cramman. Well, how would you determine what is bought for 
export and for human consumption—for domestic consumption ? 

Mr. Faxuier. Well, if the wheat miller is the processor and the ex- 
porter, that can be determined at the time the flour is produced and 
shipped for export. As I point out in the next paragraph, we are 
operating now under the International Wheat Agreement and also un- 
der the supplemental program, Gr-262 under which the Secretary 
honors claims for refunds of the amount of the export subsidy on a 
satisfactory showing of exportation, and that is the same thing I am 
suggesting here. 

The Cuareman. Well, the cost of administration of a bill of this 
type would be tremendous, wouldn’t it? 

Mr. Faxuer. I have not made any estimate at. all. 

The Cuarrman. You can foresee that, can’t you ? 

Mr. Faxurr. I can foresee that it would cost money, no question 
about that. Now, how much I would not venture to guess. 

The CHarrMan. Proceed. 

Mr. Faxurr. Flour millers are now exporting flour under the terms 
of the International Wheat Agreement and Department of Agricul- 
ture program Gr-262, which supplements the International Wheat 
Agreement. Claims for subsidy payment under both of these pro- 
grams are honored by the Secretary upon the furnishing of satisfac- 
tory proof of exportation. We recommend that in the case of mar- 
keting certificates, the Secretary should be directed to deal with this 
problem directly as he is doing with the two programs just referred 
to. 

We recommend, therefore, that in line 14, on page 7, at the end of 
the first sentence ending with the word “product” there be inserted the 
following new sentence: 

In the case of persons engaged in the processing of wheat into food products 
for exportation, upon the furnishing of proof of exportation satisfactory to the 
Secretary, such persons shall not be required to acquire certificates for the quan- 
tity of wheat so exported in the food product. 

Subsection (b) of section 380e provides that importers of food 
products containing wheat must acquire marketing certificates and 
subsection (c) provides a mechanism for making a refund on certi- 
ficates upon the exportation of food products containing wheat. In 
order to determine the number of certificates required with respect 
to these end products, it is necessary to establish conversion factors 
to determine the quantity of wheat contained in these end products. 
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Section 380f very properly requires the Secretary to ascertain and es- 
tablish conversion factors, but in our judgment specific reference to 
subsections (b) and (¢) of section 380e should be included. We ree- 
ommend, therefore, that line T on page 8 be amended to read as fol- 
lows: 

For the purpose of determining the number of certificates required under the 
provisions of subsections (b) and (c) of section 380e, the Secretary shall 
and then that would go on to read: 
ascertain and establish conversion factors- 
et cetera 

While we are discussing the subject of exports, I wish to direct 
the committee’s attention to the need for clarification of the status 
of shipments of flour from the United States to its posse Pion The 
domestic food quota is defined as being that number of bushels of 
wheat which the Secretary determined “will be Sea as human 
food in the continental United States during such marketing year, 
Upon exportation from the continental United States, an exporter 
will be entitled to a refund, or as we have suggested, a processor who 
is also the exporter may be relieved of acquiring marketing certifi- 
cates for such exports. 

It is apparently the intent of the legislation that marketing certifi- 
cates would not be required in connection with shipments to our 
possessions. If this is correct, then some special provision must be 
made for dealing with these shipments. They cannot be included 
in exports. If such shipments cannot: be classified as exports, they 
would then have to be treated apparently in the same manner as sales 
for domestic consumption. The latter would have the effect of raising 
flour prices in our possession far above the world level, which would 
enable other flour- -exporting countries to undersell the United States. 

The Cirarrman. Why would not the same thing occur in the United 
States ? 

Mr. Faxuter. You have touched upon another problem. At the 
present time, as you are quite aware, under section 22 of the Agricul- 
tural Adjustment Act, we have quotas for importation of both wheat 
and flour. When that quota is filled, as it is quickly each year, no 
further imports can come in, regardless of the price level. 

The Cratman. That applies to possessions, too, doesn’t it ? 

Mr. Faxurr. In some cases it does not. There are a number of 
our possessions which are considered to be not included in the customs 
territory. 

it is a very complicated sort of a situation. Alaska, Hawaii, and 
Puerto Rico are considered to be in the customs territory, on the one 
hand, and, on the other hand, Guam, the Panama Canal, Midway 
Island, Wake Island, Kingman Reef, and American Samoa are not 
considered to be in our customs territory. The quota would not be 
applicable there, and Canada could export flour to those possessions. 
Furthermore, in one or two cases, I believe, although I have not had a 
chance to check it, even our import duty does not apply. So, it 
presents a real problem. Because of these complications, I have not 
attempted to draft proposed language to correct the situation, but I 
ones the committee’s attention to the seriousness of the problem 

1 | hope can be corrected by your legislative drafting experts. 
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The Cuatrman. There is the possible solution that the other pos 
sessions should be treated the same as Alaska and Hawaii? 

Mr. Faxter. Yes. Unless something of that kind was done it 
would place the United States in the untenable position, it would 
seem, of being unable to meet the flour needs of its own Territories, 
which I am certain is not the intent of the legislation. 

As pointed out earlier in my statement, in order to conduct their 
business under a plan of this kind, flour millers must have assurance 
that once a certificate is issued, it will remain in effect for a known 
period of time in advance, which is obviously a marketing year, and 

that during such period the value of the certificate will remain con- 
"5 ant. We are seriously disturbed about section 380h which appears 
to authorize the § Secretary to increase or suspend a domestic wheat 
quota and to redetermine the value of marketing certificates within 
a marketing year. Since a domestic food quota would be proclaimed 
not later than July 1 of a calendar year for the marketing year begin- 
ning in the next calendar year, we believe it would not be unreasonable 
to require the Secretary to act with respect to an increase or suspension 
of the domestic food quota and the redetermination of the value of 
marketing certificates prior to the beginning of the marketing year for 
which the domestic food quota had been determined and proclaimed. 

In order to accomplish this objective, we recommend that in line 
23 on page 8 there be inserted a comma after the word “If” and the 
following language be inserted between the words “If” and “the”: 
prior to the beginning of a marketing year for which a domestic food quota has 
been determined and proclaimed * * * 

I am advised that it was the intention of the sponsors of this legisla- 
tion that the redetermination of the value of the marketing certifi- 
cates provided for in the last sentence of this section 380h was in- 
tended to apply only to the producer, and I must confess I cannot 
quite see the point, but if I am correct in my understanding, then I 
think it is in order to suggest that the sentence be modified to bring 
out its intent clearly. 

Your attention is directed to the fact that there is a considerable 
quantity of wheat flour purchased by secondary processors and utilized 
in the production of a varied number of products, some of which are 
used for food and others used for industrial or nonfood purposes. At 
the time the flour is sold and delivered to such persons, the miller has 
no way of knowing what the end use will be, and he will have to ac- 
quire marketing certificates to cover such flour. Since marketing cer- 
tificates are designed to be used only in connection with that portion 
of the wheat crop which is consumed domestically as human food, 
some provision should be made for dealing with the nonfood use of 
wheat products. We recommend that at some appropriate place, pro- 
vision be made for a refund to a person using what is normally a 
wheat food product for a nonfood purpose. 

Senator Munpr. What do you mean by that, “normally a wheat 
food product for a nonfood purpose 2” ; 

Mr. Faker. Well, let me illustrate in this way. 

We produce, Senator, what we call clear flours, that is, lower grade 
flours remaining after the patent flours are taken off for family and 
bread purposes. 

Those are then sold to starch manufacturers, just to give you one 
example, and they will make various kinds of produc ts. They will 
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make a starch that may be sold for human consumption, or they may 
make a special kind of starch which is used for purely industrial pur- 
poses. The miller at the time he mills the flour and sells it to this 
person, will not know the end use of the flour. 

Senator Munpr. You mean that particular flour could be used for 
bread, if he wanted to? 

Mr. Faxurr. That is correct. 

Senator Munpr. All right. 

Mr. Faxter. That type of flour is exported in quite large quantities 
and is in demand in many markets of the world. 

Senator Munpr. Is the difference in the end product, when it be- 
comes flour, a consequence of a milling operation, or is it because 
different types of wheat go in, in the first place ? 

Mr. Fax.er. Both factors play a part. During the milling opera- 
tion various streams are separated out. Then, of course, the basic 
quality of the wheat is also a factor. 

Senator Munpr. Is it your proposal that the farmer get a different 
income as a consequence of this unpredictable end result? 

Mr. Faxrer. No; I don’t think you could follow through to that 
extent at all. It is just that the end user would be entitled to a refund 
if he uses it for nonfood purposes. 

Senator Munpr. And that goes not to the producer but to the end 
consumer ¢ 

Mr. Faker. That is right; the starch manufacturer. 

Senator Humpnurey. And whom would he get the refund from? 

Mr. Faxuer. He would get the refynd from the agency established 
by the Secretary under Comodity Credit. 

Senator Humrurey. In other words, that would be done by the, let 
us say, Department of Agriculture to the starch company, for exam- 
ple, or the industrial user? 

Mr. Faxtrr. Presumably the starch company 

Senator Humpnurey. The difference between the top-grade prices 
for ediole purposes, or food consumption 

Mr. Faker. Well, it would be just the value of the certificate estab- 
lished by the Secretary. 

Senator Humpurey. Yes; I see. 

Mr. Faxter. And presumably under these proposals, the Secretary 
will have the authority to make the refund. 

Senator Munpr. In your analysis of this bill, have you made any 
predictions what the total annual cost will be compared to the present 
farm program ¢ 

Mr. Faker. No; I have no idea at all. I have not attempted to 
make any predictions. That would be very difficult to do. 

Senator Munpr. Well, it is kind of dangerous to pass a law without 
some prediction. 

Mr. Eakter. It would take a smarter man than I am to make that 
sort of a prediction. I wish I could give you that. I realize that 
it is important. 

The CuarrmMan. Proceed. 

Mr. Faxter. In connection with an entirely new program as con- 
templated by this proposed legislation, it is difficult, if not impossible, 
to anticipate all the contingencies which may arise in its administra- 
tion by the Secretary of Agriculture. We believe, therefore, it would 
be in the very best interest of all concerned if the legislation were to 
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authorize the Secretary, after consulta tion with those who may be 
aifected by it, to formulate and issue such general rules and regula- 
tions as, in his opinion, are necessary for the effective administration 
of the law. We recommend that some such general provision be in- 
cluded in the legislation. 

As I said at the beginning of my statement, 1 am not here to discuss 
the merits of the proposed two-price system or domestic parity plan 
for wheat as set forth in S. 1750 and in similar bills. It has long been 
the policy of the flour-milling industry to take no position either in 
favor of or in opposition to proposed legislation dealing with general 

gricultural and price-support programs. We believe these matters 
oe ould be determined by the Congress and by the producers who are 
direct ly concerned. 

We cdo feel, however, that when any such proposed program imposes 
responsibilities and obligations upon members of the industry and 
has a direct effect upon the open ition of the industry in general, we 
do have an obligation to the Congress and to the wheat prodi icers to 
bring these matters to their attention. 

When legislation dealing with this subject made its appearance in 
the House of Representatives. during the last Cong: we recom- 
mended a number of corrections in those sections of the bill dealing 
with the flour-millmg industry. I am pleased to acknowledge the 
fact that the sponsors of the legislation at that time accepted the recom- 
mendations we made. 

A study of S. 1750, and other bills similar to it, has led us to the 
conclusion that further modifications are not only necessary in order 
to minimize the impact of the legislation upon the industry and its 
members, but also to make the plan workable if the Congress should 
decide to enact it into law. 

[ have attempted to present these proposed corrections in my state- 
ment to the committee. I have discussed them with representatives 
of the proponents of the legislation and I believe you and your com- 
mittee will find, upon consultation with the sponsors, that the recom- 
mendations we have made, in their opinion, are in harmony with the 
general objectives of the bill. We believe the proposed changes are 
necessary in order to make the legislation workable and effective. 

The Cuatmrman. Any questions? 

Senator Sea ee 1 do not wish to ask any questions, but I am 
pleased to see Mr. Fakler here. 

I want you to re that some of the suggestions you have brought 
to my attention at the time we were considering the foreign-aid bill 
relating to overseas sales of our grain 

Mr. Faxrer. I remember that, Senator. 

Senator Humpnney. They were referred specifically in detail to the 
FOA and I think we are going to be able to clarify some of those 
difficulties. 

Also, a bill was reported from this committee yesterday as a result 
of the Eastland subcommittee hearings, which I think will be quite 
helpful. I presented all of the material you gave to me, and this 
gives me a chance to say this to you—I have not had a chance to report 
back. 

Mr. Faxvrr. Fine. Thank you, Senator, I very much appreciate 
that information and appreciate your interest in our problem. 
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Senator Humpurey. I want . Senatol 


very eo0d information fron ne J llers Nation 
‘ 


ficulties that were being encol Prec 


e overseas sale 


ain. They were running into some conflicts with the FOA operation 
lin the Department of Agriculture operation under Public Law 
SH-—FOA is under section 402, | think, of the Foreign Aid Act, and 
1 asked that the Department of State go into this thing and give me 
back a report, which I will bring over in an appropriate time. 
Mr. Faxcver. Thank you very much, Senator. 

The Cuamman. We thank you very much. 

The committee will stand in recess now until next Tue 


at ll a.m. 


(Whereupon at. 12 noon the committee adjourned to reconvene 
Tuesday, June 21, at Il a.m. 


sday, June 21, 
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TUESDAY, JUNE 21, 1955 


Unrrep STATES SENATE, 
COMMITTEE ON AGRICULTURE AND ForestrRY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:50 a. m. in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding, 

Present: Senators Ellender (chairman), and Holland. 

The Cuarrman. The committee will come to order. 

This is a continuation of our hearings on farm legislation, particu- 
larly in reference to price supports. 

We have today as our witness Mr. Joseph P. Hart, executive secre- 
tary and counsel of the Old Cotton Belt Association, of Texas. 


Mr. Hart, you may proceed, sir. 


STATEMENT OF JOSEPH P. HART, EXECUTIVE SECRETARY AND 
COUNSEL, OLD COTTON BELT ASSOCIATION, LA GRANGE, TEX. 


Mr. Harr. Mr. Chairman and members of the committee, I want 
to say that it is a privilege to appear before this committee and I cer- 
tainly appreciate having the opportunity of sitting in on the previous 
hearing. 

The ‘problem that I want to present to the committee is a little dif- 
ferent; in other words, I think we have a different problem than the 
one that has been considered here today. By that I mean that in addi- 
tion to this general overall problem we do have a specific problem in 
central and east Texas that has affected us most grievously. 

Senator Hotianp. You come from the old cotton part of Texas, is 
that it? 

Mr. Hart. Yes, sir. 

I had the opportunity and the privilege of appearing before the 
subcommittee of the House Agricultural Committee, the Subcommit- 
tee on. Cotton, on January 27, with a delegation from two counties, 

“ayette and Lavaca Counties. 

After we left Washington and returned home, we had the oppor- 
tunity to go further into the law, to study the ¢ ‘ongressional Record. 
And we have made an honest effort to go into the problem as fully as 
we could, particularly with reference to the condition in our area 
in central and east Texas. 

As a result of the meeting up here and our investigation, on March 
24 of this year we formed an association which has been named the 
Old Cotton Belt Association, of Texas. 
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During that interim period of time, from January 27 to date, we in 
the association have contacted between 9,000 and 10,000 people in cen- 
tral and east Texas. 

As a result of those area meetings we formed this association. It is 
now made up of members in 41 counties in central and east Texas. 
Those member counties begin as far south as DeWitt County, York 
County, and that area, and it extends as far north as Collin County— 
that. is the county immediately north of Dallas County. On the west 
we go as far as Hamilton and Coryell Counties, which is from 35 to 
85 miles northwest of Temple. Then we go as far east as Brazos, 
Harris, and Jackson Counties, and northeast up into Anderson County. 

At the last report some 3 weeks ago we had approximately 5,300 
members. It is anticipated now we have in the neighborhood of 7,500 
members in the association. We do not have any paid help. The 
representative people in each county are doing the work themselves. 

I want particularly to stress that this is an association that is not 
made up of farmers alone. It is made up of businessmen, bankers, 
lawyers, cotton ginners, cotton oil men, compressmen, and everybody 
in the area, for the reason that we feel that the agricultural problem 
that we have is one that immediately affects everybody in our area. 
Of course, we are an agricultural community. 

The particular problem we have that we are here before the Con- 
gress today with is an intrastate problem. Specifically, it is the in- 
equitable distribution of the cotton allotments within the State of 
Texas. 

We have no quarrel with the total allotment that has. been made to 
Texas. We think that as a whole the State of Texas has its rightful 
share of cotton. Our problem is directed to the specific proposition of 
the inequitable distribution of that cotton. 

In order to get into the thing I would like to get into the record 
what we think reflects the relative importance of cotton in our area. 

The total income last year in the State of Texas from all agricultural 
commodities was $1,894,159,000. Of that, cotton and cottonseed alone 
represented $775,370,000, or 41 percent of our entire agricultural in- 
come. 

That income includes income from cattle, sheep, hogs, goats, wool, 
and mohair; in other words, in addition to crop commodities, that is, 
the total agricultural commodities, that is the total agricultural income 
of the State of Texas. 

To show by comparison the closest agricultural income that approxi- 
mates that of cotton, it is from cattle and calves. The total income in 
Texas last year from that was a fraction over $404 million, just a little 
better than one-half of the cottonseed income in the State of Texas. 

The next closest is dairying. The total income from dairying in 
the State of Texas last year was a fraction over $122 million. 

Then by way of further example, the Rio Grande Valley, we have 
considerable fruits and vegetables in that area, and the total income 
last year from fruits and vegetables in Texas was slightly over $68 
million. From rice, a fraction over $74 million. From cern, slightly 
over $18 million. ’ 

I bring this out to show the relative importance of cotton and to show 
there is a that can replace cotton as an agricultural commodity 
in the State of Texas. 
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When we lose it, we have lost the most important thing in agriculture. 

I want to stress that the area that we represent in central and east 
Texas, the old historical Cotton Belt area of Texas, the one of many 
years ago in 1934, when this first Triple A Act was passed, down 
throught the years has gradually dee reased its cotton acreage in ac- 
cordance with the law, and has diversified and practiced soil conversion 
methods. 

I am from La Grange in Fayette County. 

By way of example, in 1928, Fayette County planted 126,000 acres 
of cotton. Their cotton allotment this year is 29,886 acres. 

The problem is really this, that the law was passed im 1934 for the 
express purpose of getting the people out of the cotton business in 
return for a fair price support. 

In 1933 there were 40,248,000 acres of cotton planted in the United 
States. After 10 years of the control program, by 1943 acreage was 
reduced over the entire United States down to 18,548,000 acres. 

During the period of time Texas, in 1934, planted 15,623,000 acres. 
By 1943, ‘the result of 10 years of that program, they reduced down to 

7,708,000 acres. That was 49.2 percent reduction to be precise. 

It is our thought that the particular area which we represent and 
live in that we have reduced our acreage of cotton tremendously in 
the last 2 years particularly, where we have cut to the bone. 

We realize, of course, that the national allotment this year is slightly 
over 18 million acres. Last year 21 million acres, slightly over; that 
in 1953, of course, there were 27 million acres of cotton planted in 
the United States, a reduction of 9 million acres in 2 years. 

To get to the point, we realized that there had to be a reduction in 
all counties in the State of Texas. 

If I may give you a few of the copies in our area to show how the 
allotments have been reduced, then compare it to the newer growing, 
the commercial areas, so to speak: Fayette County’s allotment this 
year is 29,886 acres. In 1954 it was 34,000 acres. In 1941, when we 
were asked to voluntarily reduce, we did, and we planted 41,000 acres 
of cotton. 

In 1952 we planted 45,325 acres. 

In 1951, 48,600 acres. 

Then if I may go to some of the other areas that produced more 
cotton than we do, Williamson County, which lies just a little north 
and east of us—Georgetown and Taylor in that area—their cotton 
allotment this year is "113,000 acres. "Last year it was 133,000 acres. 
In 1953 they planted 173,000 acres. In 1952 198,000 acres. 

You can see that since 1952 they voluntarily reduced, and then they 
have been cut most grieviously, down to a point we think that is not 
fair and equitable, taking into the consideration the picture of the 
whole State of Texas. 

In McLennan County—Congressman Poage’s country—their cotton 
allotment this year is 90,060. And 115,998 acres last year, a reduction 
of some 25,000 acres. 

The year before that, in 1953, they planted 134,000 acres. In 1952 
it was up around 130,000 acres. 

I want to give 1 or 2 other counties, if I may. 

Bell C ounty this year—that is Temple—immediately north of Wil- 
liamston County: 72,555 acres this year. In 1954, 91,771 acres. In 
1953, 105,000 acres. In 1952, 128,000 acres. 
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Falls County—let me start with 1952—138,000 were planted 
1952; 120,502 acres were planted in 1953. 

I would like to call the committee’s attention to the fact that all of 
these counties in 1953 when they were asked to voluntarily reduce, 
they did, and did so under the premise that it would not be used against 
them in subsequent allotment years. 

In 1954 the allotment for Falls County was 95,594 acres. In 1955, 
80,890 acres. 

One other county, Milam County—that is the county just 2 counties 
north of F: ayette County—in 1952: 89,207 acres; in 1953 they volun- 
tarily reduced to 80,856 acres; 1954, 66, 16 acres; in 1955, 54.207 acres. 

The committee can see that we have voluntarily reduced our acreage 
when asked to, and now as a result of allotments, drastic allotment 
cuts have been imposed upon us. 

If we may go to the newer areas for a minute, to show the problem, 
in other words, we all understand and must appreciate that we must 
take a eut—our only avarrel is that it has not been an equitable situ- 
ation over the State of Texas. 

As an example of that, Lubbock County last year, their allotment 
was 241,000 acres. This year Lubbock County’s slictment | is 243,208 
acres. In other words, in spite of the fact that there is some 3 million 
acres less planted in the United States today—in spite of the fact that 
there was something over 8 million acres last year in Texas, compared 
to 7,612,000 acres this year—that county has an increase in its allot- 
ment. 

Senator Hottanp. How did that occur ? 

Mr. Harv. I will get to that in just a minute, and show the mechan- 
ics of the thing, if I may. 

Next is Lynn County, 198,174 acres in 1954. This year the allot- 
ment is 200,367 acres. 

Cameron County, down in the valley, last year the allotment was 
177,000 acres; this vear, 179,268 acres. 

Dawson County, out in west Texas, last year, in 1954, their cotton 
allotment was 215,000 acres. This year their allotment is 219,859 
acres, an increase of some 4,859 acres. 

The committee can well see that is not an equitable distribution of 
the cotton within the State of Texas. 

The question is: How has that happened ? 

— e have a State ASC committee that is appointed by the Secretary 

Agric ulture, Mr. Benson. 

‘T he chairman of that committee is a member by the name of Schrau- 
ner, who comes from Dumas, way up on the high plains. 

Senator Hornanp. One of the clerks has just called my attention 
to the fact that they understand you have testified in full before the 
House committee on this matter. Is that correct? 

Mr. Harr. Yes, sir. 

Senaor Hoxiianp. Well, now, of course, that does not make your 
testimony ineligible or unwanted here, but customarily, when there 
has been testimony given in one committee, we rely upon that record, 

rather than having it taken over again and simply reprinting it. 

Mr. Harr. That is fine with me. 

Senator Hotianp. In view of that fact, do you not think that if you 
will just summarize what it is that you want done, and conclude 
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briefly, that it will be better to let us rely upon the detailed record 
that you made in the House committee ? 

Mr. Harr. That will be fine. Iam at the pleasure of this committee. 

Senator Hotuanp. All right, then. 

Mr. Harr. The problem, then, is on the basis of the facts that have 
already been submitted before the committee and what has been said 
here—that this committee understands and appreciates that this State 
ASC committee has a right to administer this law. 

There are four ways that we have lost our cotton. 

One is that we in the old, historical areas, as we have for years, in 
the spirit of the law and the letter of the law, have reduced our cotton 
to where we are down approximately to 65 percent of our original 
plantings prior to the period of the legislation. During the non- 

allotment years we have aati ained that average that we cut down to. 
Ne w areas have gone into the cotton business. When they build that, 
they build up their histories, so that in years when allotments are 
necessary and are imposed those who have more or less abused this 
law, so to speak, and brought about that increase, have greater his- 
tories, get greater allotments. That is the first way we are losing our 
cotton. 

The second way we are losing the cotton is this: That those are 
hewer areas where there is a considerable bit of irrigation going on. 
When you take 1 aere of cotton out of central and east Texas, where 
it will average approximately a third of a bale to an acre, in some 
areas, of course, it 1s higher and in some areas somewhat lower—when 
you take L acre of cotton out of our area and move it west, where it 
will produce from a bale and a half t4 3 bales an acre, you can see that 
you are concentrating that cotton on land which will produc e from 
+ to 9 times more! cotton than our area can produce. That is the 
second way. 

The third way is through this 10-percent reserve that the State 
committee has withheld. Last year, for example, they took 80.566 
percent of the 10 percent and gave it out on the basis of trend. 

Of course, by far, the greatest majority of that cotton went up on 
the high plains, west Texas, and to the Rio Grande Valley. It was 
taken out of central and east Texas. 

Then, under hardship and inequities, it seems they have gotten the 
greater burden of that. 

I have introduced into the House record a complete breakdown of 
this year’s allotment, and I believe the committee, if they will study 
that, will see that that bears out this statement. That is the third way. 

Senator Hottanp. Have you called this to the attention of the See- 
retary of Agriculture ? 

Mr. Harr. I have an appointment with him at 3:30 this afternoon. 

Senator Hotianp. All right. Proceed. 

Mr. Harr. The fourth way we are losing our cotton is this: This 
State ASC committee is determining the histories of these counties; 
has a right to consider under the law abnormal conditions. For ex- 
ample, there is one county, Lubbock County, in west Texas. I have 
a telegram with the precise figures on it. I think I can give it to you 

In 1951 and 1952, we did not measure cotton acres in that year. 

Lubbock County reported 325,000 acres in one of those years and 
396,000 acres in another year. The State ASC committee took into 
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consideration the abnormal conditions in the drought, and so forth. 
and adjusted their acreage to 422,000 acres in each 1 of those 2 years 

So you can see how, when the y are given that adjustment, that builds 
up their history during that 5-year ‘period of time—their 5-year his- 
tory—-so that when an allotment is imposed, then naturally they get 
greater allotments. 

In addition to that, when the 10-percent reserve went to them in 
great majority, you can see how a trend has been legislated. 

(nother county, Terry County, their measured acreage was 121,000 
acres in 1953, and an adjustment was made up to one- -hundred-and- 
sixty-four-thousand-some-odd acres. So that gave them an additional 
£5,000 acres, more or less, on their history. 

The pro position is this, if it please this committee: The committee 
can see how in the counties T have enumerated—and it is the same thing 
all over central and east Texas—our cotton allotments and our his- 
tories are going down, down, down, down, and down. 

So that in future years, unless we get into a war or something hap- 
pens, unless we can get rid of some of this cotton, if allotments are nec- 
essary, then it is only a period of time until we will be more or less 
completely out of the cotton business. We will be legislated out of the 
cotton business. 

We beg to remind this committee that we have been in this business 
for one-hundred-and-some years; that the only reason we are down—— 

Senator Hottanp. Let us get to the points. 

Do you think that the legislation is faulty or that the administration 
in the field under this legislation has been unfair as it has been ad- 
ministered in your State? 

Mr. Harr. We think it isa matter of both. Mostly, it is a matter of 
administration. We think this matter of the trend, looking at it over 
the long-range program viewpoint, in all of these Deep South States, 
these old historical areas, that they have reduced our cotton, and we 
should not be trended further out of business. 

Senator Hortanp. We have not had this same complaint, to my 
knowledge, from any other State than your own. 

Mr. Harr. In speaking with Congressmen, some of them from the 
Deep South areas, particularly Congressman Abernethy and, I believe, 
Congressman Gathings and several of them, they feel that this trend 
is not really fair and proper. 

Senator HoLttanp. Well, perhaps they do not have reclaimed areas 
in their States, as you have in the western part of your State. 

Mr. Harr. I think the record will show that the administration of 
the law, even insofar as the trend is concerned, has not been quite as 
discriminatory as it has been in our section. 

Senator Hottanp. Do you have a’specific recommendation for a 
change of the law ? 

Mr. Harr. We think, primarily, that the law can be changed—that 
the law is flexible enough so that our situation can be remedied over a 
period of time through the administration of the law—through a pol- 
icy Which would be sympathetic to the matter that we have at hand. 

Senator Hottanp. Do you think that the tools are available now 
under the existing law and in the hands of your State and county com- 
mittees, under which a fair administration could be accomplished ; is 
that what you mean? 
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Mr. Harr. We think so, to answer that specific problem. We think 
it is within the power of the Department of Agriculture to do 
something. 

Senator Hottanp. You do not think it is legislation that 1s needed, 
but better administration; is that it? 

Mr. Harr. That is the main thing; yes, sir. 

Senator Hontanp. From what you have said, there must be real 
burden to your complaint, real meat in it. I hope that you will let 
this committee hear about your experienc e in your conference with 
the Secretary of Agriculture, and particularly whether you have 
any specific recommendations. He has made no specific recommen- 
dations to us for a change of this law. We are glad to receive any 
such at any time. We are glad to receive any suggestions from you 
or from any other affected citizen, but up to now it would appear 
that you are at the wrong place in the specific complaints that you 
are making, because the sy are addressed to the administr: ation within 

your state, which I, frankly, cannot explain from what you have told 
me. Maybe we have heard ‘only one side of this. 

Please let us know what you find after you have conferred with 
Secretary Benson. 

Mr. Harr. May I say this: It was the thought of the people in our 
area that Congress should know what is going on. ‘That is the reason 
we asked for a committee hearing. 

Senator Hottanp. All right. You have been heard in full before 
the House committee ? 

Mr. Harr. Yes, sir. 

Senator Hottanp, FI think the answer on that is that we have 
access to those hearings, but primarily this is informative to the com- 
mittee, to let us know in your ju dgment and in the judgment of the 
association whom you represent in east and central Texas, that the 
administration of the law is not being fairly handled in your State. 

Mr. Harr. That is correct. 

Senator Hotnanp. All right. I have certainly gotten that impres- 
sion clearly from your testimony, and I am sure that our access to 
the full testimony in the House record will give us even more complete 
a picture of this. 

Mr, Harr. I would like to make one other comment, if I may. 

Senator Hontanp. You may. 

Mr. Harr. I had the pleasure of sitting in on this other hearing 
this morning. I believe the Senator from Minnesota made the obser- 
vation that it is the young people who are being forced off the farms, 
being hurt under the present situation in the United States. 

I would like to advise this committee that in our county the average 
age of the farmer is something over 50 years of age. The average age 
of the farmer in Labaca County, immedi: ately below, is 47 years of 
age. I would like to suggest that to show the trend of what is ac tually 
happening. In 1934, 40 percent of the people of Texas lived on farms 
and ranches. That percentage now is 13.7 percent. 

I would like further to suggest to this committee, and I want to 
stress this part, in the record in the House—I am not sure that all 
of it is in there—some 20 years ago the average size farm in Texas 
was slightly over 250 acres. The average size farm in the State 
of Texas now, this year, is 517 acres. It was 438 acres before. 
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The reason I make that observation is that something is happening 
to our agricultural picture. 

It is regrettable to hear that all phases of agriculture have been 
seriously affected or are in serious condition over this last year. 

Senator Hotianp. Not all phases of agriculture are in serious con- 
dition. Some phases of agriculture are in excellent condition. 

Mr. Harr. Those that I have heard of this morning, dairying, and 
So forth— 3 

Senator Hottanp. Dairying is a spotted picture. If you go around 
Washington and look through the milkshed you would decide that 
most of the milk producers are well-to-do people, with very fine homes 
and comfortable incomes, and the like. 

Mr. Harr. That I am proud to hear. 

Senator Hotianp. That is true in many milksheds. The situation 
is a very spotted one in the dairy industry. The troubles are con- 
centrated in relatively few States. There is not any serious trouble 
in the dairy industry in many States. 

To the contrary, the dairy industry is very prosperous in many 
States. 

A similar comment could be made about many parts of the fruit 
industry. Take, in our own State of Florida, the orange and: tan- 
gerine industry is exceedingly profitable. The winter vegetable in- 
dustry is in exceedingly fine condition. Only the grapefruit industry 
is having some troubles, due to the fact that when we, with our own 
initiative, produced concentrate and the housewife decided she liked 
orange concentrate better than she did grapefruit out of the can, 
we had worked ourselves into a very much enlarged and very fine 
market for orange concentrate, but out of a very good market for 
canned grapefruit. So that we are trying to adjust ourselves to 
that. 

Mr. Hart. I am glad to hear that. 

Senator Hottanp. The net result of our own initiative in that field 
has been a very vast expanding of our citrus industry and prosperity 
of all factors, except that of the grapefruit distribution. And so we 
go into many other fields. It is not all agriculture that is in the 
doldrums at all. 

Mr. Harr. Well, then, in 1953, the average income of the Ameri- 
can farmer, according to official statistics that we have, was 36.5 
percent of his gross income. That is the lowest since the depression 
days of 1932. 

The President of the United States made a statement which came 
out in all of the larger papers in Texas, on March 12, that 29 percent 
of your small family-operated farms, their net income is less than 
$1,000 a year. 

I am looking at the overall picture and not at the specifie picture. 

Senator Hortanp. The overall picture? 

Mr. Harr. Not particularly the problems. 

Senator Hotianp. The overall picture, of course, is not good. 

The thing I want to call to your attention is that there are many 
portions of agricultural industry that are healthy, prosperous. And 
strange to relate, the most prosperous ones are those that are not at 
all controlled or subsidized. Maybe we can learn a lesson from that. 
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Mr. Harr. I am compelled to agree with the Senator on that state- 
ment. 

Senator HoLtuanp. For instance, in tob: ACCO, that part of the tobacco 
industry that is in very fine shape is the shadegrown tobacco, those 
growers who are producing the wrapper leaf, and they do not happen 
to be subject to price support, and they are in very fine and very 
prosperous condition. 

You know, of course, what has happened to burley tobacco pro 
ducers, who are at the other end of the pole insofar as tobacco 
is concerned. They are having anything but happy times, yet 
they are highly regimented and generously supported with a rigid 
price support and with a product which is such a heavy producer by 
way of taxes that the Federal and State Governments both have to 
favor them in every way they can. We do it. And yet it does not 
insure prosperity. We are learning as we go along. What the lessons 
will ultimately be, I do not know. 

It would be a very unsound conclusion for anyone to jump to, that 
all of agrictulture is in the doldrums, because that just does not happen 
to be the case. 

Is there anything else that you want to say before you go to see 
Mr. Benson ? 

Mr. Harr. No, sir; that is all. We did want the Senate to hear 
our problem. 

Senator Hotuanp. We have heard it, and we thank you. 

Mr. Harr. Our people thought that the Congress ought to hear. 

Senator Hotianp. That is the firsf time I have heard an admission 
from the Lone Star State, as a State, under the State rights, that it was 
not able at least to solve its own problems with its own people. 

I have known that you have had difficulties beyond the limits of 
Texas, but I did not know that you were not able io solve your prob- 
lems with your people. So I am learning, and so is the committee 
learning, as we go along. 

Mr. Harr. Let me suggest this: That if we had the reins in our 
hands, which we do not have, we would settle the problem ourselves. 
And I think that the Lone Star State is fully capable of settling it, 
but this is a matter over which we have no control. 

That is why we must come to the Congress of the United States to 
submit our plea. 

Senator Hoxtianp. In other words, the Texans who are handling 
this distribution in your State are not doing it the way that fellow 
Texans want it; is that it? 

Mr. Harr. Well, I am compelled to say in Texas there are some like, 
I guess, in some of the other States—we have some people that are just 
not exactly right like we think they are like all Texans 

Senator Hottanp. We are very glad to have had your statement. 

The committee will rise until 10 o’clock tomorrow. Thank you very 
much. 

Mr. Harr. Thank you. 

(Whereupon, at 11:30 a. m., the committee recessed, to reconvene 
at 10 a. m., Wednesday, June 22, 1955.) 
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WEDNESDAY, JUNE 22, 1955 


Unrrep STATES SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, dD. C. 

The committee met, pursuant to recess, at 10: 15 a. m., in room 324, 
Senate Office Building, Senator W. Kerr Scott presiding. 

Present: Senators Ellender (chairman), Scott (presiding), Young, 
and Thye. 

Senator Scorr. The meeting will please come to order. 


We will hear from Mr. McCaleb, please. 


STATEMENT OF WALTER F. McCALEB, JR., CHAIRMAN, LEGISLA- 


TIVE COMMITTEE, VEGETABLE GROWERS ASSOCIATION OF 
AMERICA, BELLE HAVEN, VA. 


Mr. McCarren. My name is Walter F. McCaleb, Jr., and I am 
chairman of the legislative committee of the Vegetable Growers Asso- 
ciation of America. I am also executive vice president of the Asso- 

ciation of Virginia Potato and Vegetable Growers. 

The Vegetable Growers Association of America appreciates the 
courtesy of the committee in permitting it to present its views concern- 
ing proposed changes in the Agricultural Act of 1949, as amended. 

Our association is the only national organization specifically repre- 
senting the vegetable growers of America. Through our direct 
membership and through the many affiliated specialty vegetable 
organizations whom we represent, the views of our association are 
representative and conclusive of the opinions of vegetable growers. 

Tt has been the long-established policy of the association, for detailed 
reasons which will be set forth herein, to oppose high rigid support 

prices on both basic and other agricultural commodities. The devel- 
spments of the last several years have only served to strengthen our 
op position to any program for high rigid supports. 

Historically, the system of high rigid supports was inaugurated to 
stimulate maximum production of agricultural commodities during 

period of wartime emergency. The original theory behind price 
supports, prior to the war emergency, was that supports should 
set at a figure to prevent disorganized marketing of a commodity, 

market manipulation by speculators, and to permit farmers access to 
federal funds to an extent which would permit them to undertake an 
orderly marketing program without the necessity of dumping their 
ntire crop on the market meee ly after harvest. Because of tlie 
lecessities of wartime, high supports were instituted to encourage 
naximum production and for no other reason. 
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We find now that even with a disappearance of the need for maxi 
mum physical production and an end to the special conditions prevail 
Ing dur ing war, that unthinking efforts are being made to perpetuate a 
system which under present conditions is an economic monstrosity. 

- Youn xe. Would you yield at this point for a question ? 

Mr. Me Canes. Certainly, sir. 

Senator Youne. You know that cash wheat prices were far above 
support levels during practically all the period you are speaking of, 
W - the exception, I think, of just 2 years, don’t you? 

. McCares. Y es. 

iacue Youne. Then the 90-cent support is not responsible for 
the thing you are talking about at all, is it? Where do you get that 
idea ? 

Mr. McCates. We are talking about the system. I believe you are 
trying to speak about crop, are you not, Senator ? 

Senator Youne. No; you are blaming the 90 percent of support for 
our surplus situation, aren’t you, and “because we maintain a high- 
price support during all this period ? 

Mr. McCates. I am blaming the high rigid support for the surplus 
situation ; today, yes, sir. 

Senator Youne. Yes; and you know that all during that period, 
with the exception—— 

Mr. McCates. What period are you speaking of ? 

Senator Youne. All during this period of 90-percent support from 
1940 or 1941, on to until the close of the Korean war. With the excep- 
tion of just 2 years, the prices of wheat were above support level, were 
they not? 

Mr. McCarren. You mean there was no accumulation of wheat in 
Government hands until after the Korean war? 

Senator Youna. As late as July 1, 1952, we only had 256 million 
bushels of wheat carryover. 

Mr. McCates. That sounds like a good gob of wheat to me, sir. 

Senator Youne. When we are at war, 256 million bushels 

Mr. McCatzps. I believe the war was over at that time, was it not? 

Senator Youne. No; the Korean war was not over. 

Mr. McCares. And what was the condition prior to the Korean 
war? Was there not a substantial stock of wheat in the hands of the 
Commodity Credit Corporation and didn’t the Korean war bail us 
out ¢ 

Senator Youna. It was a godsend that we had the cotton and wheat 
surpluses when the Korean war started, wasn’t it? 

Mr. McCares. I do not believe so. 

Senator Youne. What if we had not had this cotton? Wasn’t it a 
fact that the world prices of cotton zoomed at the start of the Korean 
war? 

Mr. McCares. They always zoom at the start 

Senator Youne. We had to divide our then short supply with the 
rest of the world. 

Mr. McCarxes. Do you want to perpetuate a wartime measure into 
peacetime, Senator ? 

Senator Youne. What is a wartime measure ? 

Mr. McCarren. We are testifying as of June 1955, and the conditions 
we face now. 
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Senator Younc. But you are m: uking an erroneous statement when 
you say that 90- percent supports were responsib le for the accumula- 
tion of all this wheat when actu: ally you know that cash prices were 
above the 90-percent level during most of the period you speak of. 
When cash prices were above the 90-percent level, how did 90-percent 
supports affect the price? 

Mr. McCaes. Senator, if you will read the statement, I do not think 
that you will find in this that I made any such statement. I did not 
say that 90- percent support prices were respons ible. 

In other words, the last paragraph, where you asked me to yield, 
I said that “unthinking efforts are being made to perpetuate a sys- 
tem which under present conditions is an economic monstrosity. 

Senator Scorr. Right there I would like to ask you this question. 

Mr. McCaues. Yes, sir 

Senator Scorr. When you suggest that maybe 90-percent support 
pr ices brought this out, and at the same time you have 2 out of every 
3 people going to bed hungry in this world, who is that the fault of? 
It is not 90 percent of parity. 

By golly, you have got 2 out of every 3 in this world going hungry 
tonight. It is the fault of the Government as at present, plus the fault 
of the Government before. 

We have heard testimony after testimony here suggesting that if 
the State Department would just get on the ball and get to moving 
and not try to be so nice to ever ybody in the world and attend to the 

affairs of America or the United States, we would not have the surplus 
you are talking about; we wouldn’t have it in dairy products.’ I am 
it dairyman and I keep up with that reAsonably well. 

Mr. McCates. I agree with you, Senator. There is no question but 
what there is a shortage of food, but I do not believe that it is actu: ully 
in the United States. 

Senator Scorr. I won’t agree to that, sir, I won’t agree to that. 
We have had testimony after testimony here about the school-lunch 
program and all like that. Yet, we have one group that comes along 
und cuts it down and then another group takes a middle position and 
some go the other way. We do not have too much food in the United 
States. 

Mr. McCaues. Senator, aren’t you getting a little astray from the 
physical presence of food, which we certainly have— 

Senator Scorr. Yes; we do. 

Mr. McCateps (continuing). To the methods of distribution? And 
don’t you think that is a little bit far afield from the question of 
supports ? 

Senator Scorr. Not necessarily. 

Mr. McCaters. In other words, you feel that the fact that there are 
many people in the world hungry that would gladly use the food that 
we have, that that is the fault of 90-percent supports? I don’t. 

Senator Scorr. How is that question, now ¢ 

Mr. McCates. I say, I do not feel that the fact that many people in 
the world are hungry can be blamed on 90-percent supports; of 
course not. 

Senator Scorr. Well, just take it the other way around. 

Would you say 

Mr. McCarter. At the same time I do not think that 90-percent sup- 
ports have done anything to alleviate the hunger of those people. 





202 PRICE-SUPPORT PROGRAM 

Senator Scorr. Not a bit. 

Mr. McCaces. All right. 

Senator Scorr. But it is the Government that has not done it; it 
is not the »0-percent level. 

You take this thing here we have in the labor field—I mean $1 an 
hour or $1.25 an hour. Why, we folks out in the country, we know 
what happens there. Yet, at the same time, you are just keeping up 
with the Joneses, so to speak, and we just like to sort of keep up, too. 
Ninety percent of parity is the thing that is supposed to give us the 
money to buy that machinery we are going to have to buy. 

Mr. McCares. Senator, it is our contention that it has failed to do 
that, that 90-percent supports have failed in their idea of putting 
purchasing power in the hands of the farmer. 

Senator ig na. Could [ ask a question on that point ? 

Mr. Mc . Certainly. 

Senator Yous na. What do you advocate, lower support prices ? 

Mr. McCares. Ud advocate a return to—excuse me, I should not 
have said “I°’—our organization advocates a return to the original 
theory behind price supports that they should be set at a level that 
would discourage marketing, market manipulation by speculators, 
and would permit farmers access to Federal funds to finance them 
during the period where they can market their crops in an orderly 
manner. Asa farmer myself, I would not hke to— 

The CuatrmMan. Let’s find that out. What do you grow ? 

Mr. McC aver. I grow vegetables. I grow corn, I grow cattle, hogs, 
and sheep. 

Senator Youne. What else do you do besides that ? 

Mr. McCarren. I am executive vice president of the Association of 
Virginia Potato & Vegetable Growers, which is a part-time job. 

Senator Youna. And if you lose on the farm, you can charge off 
your ete to your salary income, can’t you / 

Mr. McCares. No, sir; my farming operation is entirely separate 
from the association activities. This is‘a small association of farmers 
of Virginia who grow potatoes and vegetables. 

Senator Youne. Well, now, you realize that on July 1, 1952, we 
were at war and we had to carry over 256 million bushels of wheat 
That was very low for our then wartime needs. And the Government 
of the United States asked the farmers at that time to again increase 
the wheat production. You know that, don’t you ?¢ 

Mr. McCaes. Yes, sir. 

Senator Youne. The farmers did that. And now we are asking 
them to 

Mr. McCarren. We are not asking them; we are forcing them, | 
believe, almost. 

Senator Younc. We are forcing them to take a third cut in acreage, 
and on top of that do you think it’s reasonable to ask them to take 
another 20-percent cut in price, in price supports? 

Mr. McCares. Well, now, that is where I part company with you, 
Senator. I do not believe that had economic and commonsense been 
used in this thing, it would have been necessary for the wheat farmers 
to do that. What had happened to the world market in wheat? I 
might ask. We have priced ourselves right out of the world markets 
wheat and cotton both. 
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Senator Young. Do you suppose that the United States farmer can 
pram e wheat for the same price they can in Argentina? 

Mr. Cares, I would say this: That the United States farmers and 
U cont States industry can generally produce wheat or almost any 
other commodity cheener than almost anyone else, because of greater 
efficiency. 

Senator Young. There are a lot of things you apparently do not 
know about the wheat industry. 

Now, you should know that in Canada they have not had a freight 
increase on grain moving from the prairie provinces to the head of 
the Great Lakes since 1895, and that their freight rate is only 3914 
percent of ours. Their wages are lower than ours; their taxes are 
only a portion of what ours are; they have the same machinery and 
the same know-how that we have, 

How do you expect the American wheat farmer to produce wheat 
at the same price as the Canadians? 

Mr. McCateps. Senator, it is news to me that Canada has such a 
lower standard of living that you apparently imply, t hat their wages 
are so low. I have been under the impression that Canada was pros- 
perous, that their Government had a balanced budget, that they had 
very little unemployment, and that the country was prospering. 

Senator Youna. Yes, and their dollar is worth more than ours. But 
the situations which I cited to you are true. Their wages are lower, 
their freight rates on grain moving out of the prair Ie 

Mr, McCares. May i ask you another question ? 

Senator Youne. I am not here to answer questions. You are the 
witness. I would like to. have you answer a few for the benefit of the 
committee, if you would. 

Mr, McCatrs. Certainly, yes. 

Senator Youne. Do you believe, with the surplus of wheat we have 
all over the world, that if price supports were lowered to 60 percent 
of parity or about $1.35 a bushel, the cash price would drop to that 
level ? 

Mr. McCates. Senator, I would say that there would be a very 
severe readjustment period. 

When we begin to get down to sound economics, we are going to go 
through the wringer just as the dairy industry in this past year 
has done. But I believe that there would not have been the world 
surplus of wheat if the policies of this Government had been such 
that we could have kept our position in the world market. 

Senator Youna. You know that in 1932 and 1933 the national cash 
price of wheat was 38 and 39 cents a bushel; yet, that following year 
wheat farmers in an effort to offset the loss in income by price reduc- 
tion actually increased their wheat production by 2% million acres. 

You know that to be true, don’t you? 

Mr. MeCares. I think that would be a logical thing for them to do. 

Senator Young. Then low prices have never in the past, never in all 
the history of wheat production, solved our surplus problem. It never 
solved our cash wheat problem. The United States Chamber of Com- 
merce, whose policies you seem to follow quite closely, in May of 1932, 
when we were at the depth of a depression, passed a resolution asking 
for the abolishment of any attempt to support farm prices, even in dis- 
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astrous times such as that. They made no attempt to solve our farm 
price problem. 

In my opinion, the policies you advogate would take us right back to 
that same kind of asituation, bankruptcy for the farmers and probably 
bankruptcy for the Nation. 

[ think it is regrettable that there is not more farsighted thinking 
on this farm situation. 

Mr. McCaes. Senator, I agree with you. I regret very much ther 
is a more farsighted thinking. 

\nd now, for example, you are endeavor ing to take us back and draw 
an analogy under 1955 conditions to a condition existing in 1933. 1 
think there is a lot of water gone over the dam; I think farmers have 
learned a lot. I think for one thing we have a substantially greater 
population in this country. We have an exploding population in 
other sections of the world. 

In other words, we need a considerably greater physical quantity of 
wheat today. 

Senator Young. You were arguing just the opposite a little while 
ago. You were arguing against the “surplus. You thought 256 mil 
lion was too much Se a surplus awhile ago. 

Mr. McCaten. I do not see there is any analogy at all, Senator. | 
would say that a healthy market condition needs a reasonable flo: ating 
supply of wheat. 

We cannot grow wheat 12 months a year. We obviously have to 
store reasonable quantities of it. I certainly do not think that the 
mountains of the stuff that we have, shiploads of it, everything under 
the sun loaded to the ears with it, is sound economics. It just not 
make sense. 

Senator Youna. That is a result, of course, of the falling off of ex- 
ports. 

Mr. McCates. It is a definite result of growing something for sale 
to the Government and not for use, that’s what it is. 

Senator Young. And most of it was the fault of the present Admin- 
istrator. Let me tell-you—— 

Mr. McCates. You mean he passed the law 

Senator Young. Just wait a minute, now. 

Secretary Benson has authority to provide better price supports 
for top quality wheat and to lower the price supports on wheat that 
has no use whatever except for feed purposes. 

Actually, under the present program, the Secretary of Agriculture 
has authority to change that. He is actually providing a higher sup- 
port price for garlic ky soft winter wheat than he is for the top quality 
wheat produced in Montana and which is presently selling at a pre- 
mium of about 70 percent a bushel over support levels. 

Do you think that kind of a policy 

Mr. McCarren. Mr. Senator, if | may be permitted to go further 
with my testimony, I agree fully with you. That is the greatest 
mistake of support prices. They make absolutely no difference as 
long as you can meet the minimum standards. You can go on and 
grow gi arbage if you can get by the standards. 

The same thi ing holds true in cotton. There is no premium offered 
for a man growing the desirable grade of cotton that is demanded. 
There is no premium for growing the type of milling wheat in demand. 





PRICE-SUPPORT PROGRAM 


Senator Youne. Even if you had a support price of 75 percent of 
parity, you can take this high-yielding, low-quality wheat, using great 
amounts of fertilizer and make money. 

Mr. McCaues. I do not think so. If you get your support prices 
down to the point where the individual can’t profitably produce for 
sale to the Government, he is going to control his acreage. In vege- 
tables, Senator, we have been controlling acreage for a good many 
years pretty successfully. 

Senator Youna. You have a different problem entirely in vegetables. 

Mr. McCates. I do not see that we have at all. I say we have a 
worse problem. We have a more difficult problem, actu: ally. 

Senator Youne. You have a problem, too, but it is entire sly different 
than the wheat. Wheat and cotton are two great export crops in time 
of war. 

Mr. McCatgs. Only in time of war; that is the objection that I 
make, 

I have believed that we have dissipated and lost our foreign markets 
to a very great extent in both wheat and cotton because of the fact that 
we have set a price inside our own country that foreigners can’t afford 
to buy. 

And, secondly, we have forced the foreigners, because they cannot 
afford to buy from us, to go out and expand their own production. 

Senator Young. That is not the ¢ case, because under the Interna- 
tional Wheat Agreement-—— 

Mr. McCates. You mean that isn’t the case in cotton, for example? 

Senator Young. Cotton is a different story than wheat entirely. 

Mr. McCates. We have lost oursforeign market due to our price 
policy. 

Senator Young. Under the International Wheat Agreement we 
attempt to meet the price of other countries. Of course, Argentina 
can reduce her price to a level that we could never meet. Presently, 
we are providing export subsidies on wheat of about 70 cents a bushel. 

Do you not think that if we had a domestic price of 70 cents a bushel 
lower than now to meet this foreign competition—that many coun- 
tries like Argentina wouldn’t further reduce their export price? How 
could the American farmer exist ? 

Mr. McCates. Senator, frankly, I am amazed to hear you say that 
the American farmer is so inefficient, that his soil is so poor, that we 
can never meet Ue Argentina price. 

Senator Youna. I am not saying that. 

Mr. McCates. 7 umplicaiion you are saying it. You say we can 
never meet a 70 percent price. I do not buy that at all, Senator. 

Senator Youne. Because of our tremendously high taxes and more 
than 12 freight-rate increases since World War IL and many other 
things entering into a farm operator’s cost—the high cost of ma- 
chinery ; ; he has paid for all of these wage increases of labor; that is 
all added on to the cost of machinery—all that wage increase is added 
on to the cost of things that the farmer has to buy 

Mr. McCaues. Senator, it has been proven over and over again that 
the cheapest thing that a farmer can buy is good machinery that will 
enable him to produce at a lower cost per bushel. 

Senator Youne. You ought to take a trip out 
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Senator Scorr. Senator, I would like to ask a question on that state- 
ment that the cheapest thing a man can buy is machinery. 

The cheapest thing that a farmer can buy is electricity. The sec- 
ond cheapest thing that he can buy is a telephone. Then, machinery 
is a third. 

Mr. McCarren. Senator, I was referring to the question of produc- 
tion costs. If you would—— 

senator Scorr. Well, you do not mean to say that electricity does 
not enter into it? 

Mr. McCares. I certainly do. Electricity is a vital thing. It is 
one of the things that enables our farmers—— 

Senator Scorr. You say you are referring to production cost. Isn’t 
the use of electricity on the farm part of the production cost ? 

Mr. McCates. Yes, sir. 

Senator Scorr. Well, it is the cheapest that you can buy. 

Mr. McCarren. I will accept that. 

Senator Youne. I have to leave for a few minutes. Don’t go away. 
1 would like to ask you more questions. 

McCarren. Good enough. 

Senator Scorr. The second cheapest labor that the farmer can buy 
is the telephone. 

Mr. McCaues. I agree 100 percent. 

Senator Scorr. You did not agree a while ago; you said machinery. 

Mr. McCares. Senator, we had been speaking about a specific mat- 
ter and I was not thinking of the total economics of it. 

I would go further than that, if you want to go further than that, 
and say the cheapest thing the farmer could buy is a good wife, be- 
cause certainly without her he can get nowhere. 

Senator Scorr. Well, I will agree with you on that. 

The Croarrman. Where is the solution of the problem ? 

Do vou he ave it in your statement there ? 

Mr. McCates. If I may, I would like to continue, sir. 

Senator Scorr. Go right ahead, sir. 

Mr. McCatres. Continuation of high rigid supports beyond the 
years immediately following the close of World War IT has resulted in 

shameful economic waste; even the temporary effects of the Korean 
war were not sufficient to bail out this bs ankrupt program. 

The results of high rigid supports continued long beyond the period 
when war needs perhaps justified them are apparent on every hand. 
We see vast piles of basic commodities in the hands of the Government. 
We see the vicious picture of production for sale to the Government 
and not for use. We see the destruction of our export trade. We see 
a continued drain on the Federal Treasury. We see unending expense 
in the administration of an obsolete program. We see a growing im- 
patience among urban Americans with farm policy, a growing resent- 
ment toward farmers, and we see a further extension of the paralyzing 
hand of socialistic control over our agricultural economy. 

The mere presence of vast unneeded mountains of foodstuffs in 
the hands of our Government has complicated our international rela- 
tions, since the underfed nations of the world, whose need is so acute, 
resent the mere presence of such indecent hoardings and the shameful 

waste they represent. 
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We are concerned with the disapperance of our export trade in such 
commodities as cotton, wheat, and tobacco. We have forced other 
nations into an expansion of their production of these commodities. 

Senator Scorr. Right at that point, I want to take issue with you 
again. We have had testimony here by the Department of Agricu- 


ture time after time, and Senator Ellender is chairman of the 
committee—— 


And, Senator, if I am getting off the reservation here—— 

The CHatrman. It is all right. 

Senator Scorr. About the fact that if the State Department—my 
descriptive word won’t do for the record—would get on the bali and 
let us move this stuff, it would help us stop losing our markets. That 
has been brought out by the Department of Agriculture. I know 
more people in that phase of Government than anywhere else, and I 
know those people well. They do not hesitate to talk to me. 

And, on tobacco, cotton and on wheat, right now it has been brought 
out time after time that the State Department should funcion like 
we think they ought to function instead of flitting around trying to 
humor this nation and that nation because it will do something. 

Now I have been in public life a long time, and I am dadblamed 
if have not been conferred out of more programs by listening to fel- 
lows who can talk slicker than I can. And, that is what has been 
happening here. The State Department is conferring us out of good 
things that we ought to do, and know how to do. And, the Depart- 
ment of Agriculture is my authority for it. They have testified here 
time after time that if they would get on the ball, if the State De- 
partment would get on the ball, and function with the law we have 
now, that we would get rid of some of this stuff. There is plenty of 
it wanted, and I do not agree with you—— 

Mr. McCates. Senator, I will agree that I do not think our State 
Department has particularly distinguished itself in disposing of 
these things. 

Senator Scorr. I would put it stronger than that. I think they 
have distinguished themselves by not doing it. 

Mr. McCarren. However, | do not think that the statement that 
I made, that we have forced other nations into an expansion of their 
production of these commodities is incorrect. Statistically, I think 
it is definitely true, sir. 

Senator Scorr. How is that? 

Mr. McCares. We have forced other nations into an expansion of 
their production of these commodities. 

Senator Scorr. You don’t think we have? 

Mr. McCates. I say, we have forced them. 

Senator Scorr. I think so. 

Mr. McCates. Right. 

Senator Scorr. I think the State Department has done it. 

Mr. McCates. I think we forced them to do it. And, I think 

Senator Scorr. Yes. Well, it is not the farmers who have done it. 
That is what I am trying to bring out. Your inference is that the 
farmers have brought all ‘this calamity on us here. 

Mr. McCarrs. Oh, definitely not. 

Senator Scorr. I think it is the Government. 
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fr. McCares. I do not. In no case have I implied that the farmers 
are responsible. 

Senator Scorr. You have that figured out so smoothly there. I 
am just thankful many a day I am not a lawyer, so that I can 

Mr. McCarren. Senator, from a master of the written word and the 
spoken word, I consider that a great compliment. 

Shall 1 continue, sir? 

Scnator Scorr. Yes, go right ahead. 

The Cuatrman. You have talked of great losses to the Government. 
How much hi ave we lost on tobacco and cotton, do you know? 

Mr. McCarer. We have had virtually no losses in tobacco. The 
losses have been relatively small in cotton. I say, actual losses; 
I mean “sustained” losses. That is, when we have the inventory, we 
have a potential loss, but so far as actual loss of cash is concerned on 
cotton, and certainly tobacco, have not been guilty, Senator. 

The Cruarmman. Well, I put into the record 2 or 3 days ago that 
cotton, from a period from 1933 to April of this year, April 30 of 
this year, showed a profit to the Government of $267 million. 

Mr. McCares. I am very happy to hear that. 

The CuHatrMAN. As you pointed out a while ago, what this com- 
mittee is trying to do is to find facts that will enable us to make the 
program better, if it’ can, and you put your finger on one of the 
problems a while ago, and we are trying to correct that. That prob- 
lem is to encourage the production of commodities that are salable, 
ready and salable. 

Mr. McCates. That is right, that are modern. That is, there is a 
demand for them. 

The Cuarrman. Allright. Take, for instance, in the case of wheat. 
We will end up at the end of this year with 1,030 million bushels of 
wheat; 666 million bushels, or two-thirds of it, is wheat that the 
market does not want. 

Mr. McCates. I agree. 

The CuarrmMan. The market does not take it. 

Mr. McCaues, I agree. That is why the program has been wron 
The Cuamman. W ell, I do not think it has been wrong. I think 
we have done pretty well. As Senator Young stated awhile ago, if 
we had not had these enormous surpluses on hand, the Lord only 
knows what the consuming public would have paid in his prices. Now 

you will agree to that, 1 am sure. 

a ing ‘World War II, there is no telling what the cost would have 
been, but the point is that what we are trying to do now is not argue. 
We are trying to get your views as to how to better the program, if 
that is possible. 

Mr. McCaues. I think later on in the statement, we will get to 
some few recommendations, specific recommendations. 

The Carman. But the idea of criticizing it and blackening it, 
as you and others are trying to do now, w hen, as a matter of fact, the 
farmer is not to blame—if the Administrator of this program "had 
administered as Congress intended, I do not believe we would have 
these surpluses on hand at the moment. When the Korean war broke 
out, we had quite a bit of commodities on hand. Instead of trying 
to make the farmer program operate as it was intended, the ery 
was, “Food will win the war, and the peace; produce all you can.’ 
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[hat is what happened, and that is why we have these huge surpluses 
on hand today. : 

Mr, McCaues, I agree with you. 

The Cuatrman. Of course, let’s not blame the program. Let’s 
blame the administrators of the program. 

Mr. McCares. This program began to get off the beam at the end 
of World War II. The surpluses began to pile up at that time. 

Senator YounG. There was probably an error in judgment. Now, 
in 1953, we probably should have asked for wheat quotas that year, 

The CuairmMan, Why, sure. 

Senator YounG. But, the Secretar y of Agriculture, judging the 
world situation as he did, thought it would probably be unwise. And, 
suppose we had a crop failure that year? It turned out to be a good 
crop but there was no way of Maa ly that in advance. As it turned 
out, it would have been far better to have asked for quotas at that 
time. 

Now this year, according to our present forecast, we are going to 
produce about 100 million bushels less wheat than we will have need 
for in our own use and for exports. 

May I say something on this matter of quality wheat? Farmers are 
not always to blame for produc ing wheat that is not of good baking 
quality. I was reading a Canadian wheat publication a few days ago 
in which they claim that this year a large part of this wheat will not 
be of good baking quality because of the season. The season has 
a lot to do with the protein content, and the Canadians, although they 
plant the top varieties, do not think this year that much of their wheat 
vill be of top baking quality. s 

Mr. McCates. Shall I continue? 

Senator Scorr. Yes, sir. 

Mr. McCates. Since foreign nations know that no substantial 
amount of American commodities will be offered in international trade 
at less than our own support prices, they have been in a position to 
underbid us in the world markets, and they have been in a position to 
expand their own production with the certain knowledge of receiving 
a profitable price for this. These certainties have attracted capital 
and have made the financing of this vast foreign expansion an easy 
thing. 

Our present laws have forced both domestic and foreign consumers 
to find substitutes, and in the case of cotton, we have seen a greatly 
increased output of synthetic fibers, attractively priced in relation- 
ship to cotton, and easy to market under the umbrella afforded by 
artificially high cotton prices. In the case of tobacco, there has been 

very little drain on the Federal Treasury in maintaining the price- 
support program. 

This has been partially due to an expanding market, but more so 
to the rigid application of acreage reduction which has reduced acre- 
age allotments in tobacco to the vanishing point, and has reduced 
net income of small tobacco farmers to the point where they are 
now eking out a bare existence. Even with stringent acreage con- 
trols, there is a threatening surplus of tobacco w hich will surely in- 
crease unless our production is permitted to seek world markets at 
competitive prices. 

The Cuarrman. You are from Virginia, aren’t you? 
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Mr. McCates. Yes, sir. 

The Cuarrman. Well, Virginia, of course, grows a lot of tobacco, 
and it is my understanding that our present price-support program is 
effective to Virginia only as to the tobacco she grows. Now, would 
you advocate that the Congress repeal the present support prices 
for tobacco? 

Mr. McCa.rn. I believe that there has got to be an adjustment of 
our tobacco policies so that our domestic market has some sound eco- 
nomic relationship to world prices. Now, if I were a tobacco farmer, 
which I am not, I would much rather be able to grow a decent acreage 
of tobacco, let’s say 10 acres, for instance, rather than 5. Assuming 
that is my allotment now, I would rather take less price per pound so 
that I could make a greater net profit on my production. 

Senator Scorr. The average producer of tobacco has just 3 acres. 

Mr. McCares. Senator, I was only using 10 as a convenient figure. 
If you care to, let’s say that I will use 3 and 114. 

Senator Scorr. Or seven-tenths, 

Mr. McCates. Seven-tenths, I believe, is the burley allotment. 

Senator Youne. How do you account for the fact that about 98 
or 99 percent of tobacco farmers vote for quotas’ How do you account 
for that? 

Mr. McCares. Because of the fact they have had a program that 
has not been too far away from a production for use. In other 
words, you have not had too much of a differential between your 
world prices and your local prices. You have had an expanding local 
consumption. 

Senator Youne. They must prefer the present program to that 
which you are advocating. 

Mr. McCarxs. They have not had an opportunity to vote on it. 

Senator Youna. All they would have to do is vote disapproval 
of quotas, and they would have what you are advocating. 

The Carman. Let me make this point to the witness. As I under- 
stand with this reduced acreage, you have an additional year’s sup- 
ply of tobacco. Now, what would you do, if you had a more expanded 
acreage ¢ 

Mr. McCarren. Frankly, I think what you would do, a lot of people 
that were growing 1 acre of tobacco, or seven-tenths of an acre, would 
stop growing it. That is what I think. 

The Cuarrman. They would stop growing, you mean, because of 
the lack of profit init? Is that the idea # 

Mr. McCates. In other words, what you have done you have cre- 
ated a new system of property rights. Let us say it is a tobacco farm, 
and it has a tobacco allotment. Now, because of the price-support 
situation and the method of determining allotments, and so forth, 
you must keep growing tobacco, or you are going to destroy your 
historical base. You know that as long as you are growing any crop 
for sale to the Government at a definite price that you are going 
to have some kind of a market, and you have got to protect that 
property right whether you like to grow it or not. 

The Cuareman. Will you answer my question specifically ? 

Mr. McCarren. Would you restate the question, sir? 

The CHatrmMan. Do you favor the repeal of the present tobacco 
price-support program? 
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Now, you are from Virginia and you have a lot of friends down 
there. Tet’s have them know how you stand with the tobacco issue, 
and, if you are for repeal, state why. If you are not, state why. 

Mr. McCa.es. I am in favor of their repeal. Now, when I say 
repeal, I do not mean a complete destruction of the Government 
support prices. 

The CHarmman. How far would you go? 

Mr. McCatxs. But, in other words, the use of support prices on 
a flexible basis so that there can be encouragement of production 
when needed by raising support prices and a discouragement of it 
when needed. 

The CHairman. But, today, with the small acreage that you com- 
plain of—it is really a small acreage. 

Mr. MoCatgs. It is. 

The Cuarrman. Now I am telling you that the supply of tobacco 
is about a year to a year and half more than it should be. 

Mr. McCarxs. That is exactly what we stated. 

The Cuatrman. In your case, sir, if you repealed, your idea is to 
expand production. And, if you double the acreage, let us say, with 
the knowledge that has been gathered by farmers in the last 10 years, 
why tobacco would be coming out of your ears, your nose, your eyes, 
and your mouth, and everywhere else. 1 just cannot follow you. 

Mr. McCates. May I ask this question, sir 4 4 

The CuHarrmMan. You are the witness. 

Mr. McCates. Well, let me make this statement then. Let’s take 
acrop that has no support whatever. It is easy to grow. 

The CuatmrMan. Such as? ’ 

Mr. McCatxs. Potatoes. White potatoes. 

The Cuatrman. Yes. 

Mr. McCates. Now, do you see potatoes falling out of anybody’s 
ears, and so forth ? 

The Cuarrman. Yes, I saw it last year; last year and the year before, 

Mr. McCates. I do not remember that there were many potatoes 
junked. Potatoes is a crop like any vegetable crop, where you have 
good years and bad, and it seems to be necessary that you occasionally 
have a bad year because, otherwise, you would go ahead and start 
overplanting. 

Thus, Senator, the year could not have been too bad, because most 
sections of the country- 

The Carman. You mean this year? 

Mr. McCatss. In other words, we are comparing 1955 plants. 

The CuHamman. Yes. 

Mr. McCatxs. Most sections of the country increased their plantage. 

The CratrmMan. Well, 1955 is fairly good. A lot of the farmers 
lost heavily last year. 

Mr. McCarter. That happens to be the nature of potatoes. You do 
not expect to make money on potatoes every year. 

The Cuarrman. That is it, you get into these valleys, and then on 
these mountain tops, and then back into the valleys, go on up and go 
on up, so that farmers today are not able to withstand such price drops. 

Mr. McCaxxs. Senator, I part company with you there. We have 
a substantial on interest in eastern Virginia, and a man who is 
raising potatoes realizes that he will have years when he will lose 
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money. He also realizes that he will have other years when he will 
make very good money. In fact, there is an old tradition that in po- 
tatoes you have one good year, and that is the year that you buy your 
tractors and pay off your debts, and then you will have ‘another year 
when you will about break even, and perhaps just scrape through. 
And then, you will have a third year when you will lose money. Now, 
that happens to be the particular history of that crop. 

However, at the same time, I have not seen any mad production of 
white potatoes. I have not seen any stupifying surpluses of them. 

The CuatrmMan. You have not? 

Mr. McCatrs. I do not believe—— 

The CuarrmMan. You ought to go up to Maine and see. I think it 
was about 2 years ago. 

Mr. McCaues. How many potato farmers are putting in potatoes in 
Maine? I have a lot of friends up there. We buy a lot of seed up 
there. Every one of them I talk it is talking about next year, what 
he is planting next year. 

Senator Youne. We kept on planting back in the thirties, even 
when they burned corn because it was so cheap. Are you advocating 
a return to that sort of situation ? 

Mr. McCates. Certainly not, and I am not saying Maine -_ a bad 
year, either. Most Maine farmers made money “this yea 

Senator Youna. I doubt it very much. The price was very low, 
until the Government bought potatoes with section 32 funds and the 
freeze occurred in the Southern States early this spring. Then the 
prices zoomed. 

The Cuarrman. That is what did it. 

Mr. McCater. That is true in every phase of agricultural produc- 
tion. If you have a failure in the Dakotas in wheat, you are going 
to have better prices elsewhere. 

The Cuatrman. Of course, [ am by no means advocating price sup- 
ports of these nonbasic products, suc +h as vegetables. 

Mr. McCates. I am against it, too. We are definitely not advocat- 
ing that. We do not want to be under price supports in vegetables, 
We do not want to plant a price tag for it. 

The CHatrmMan. You have many reasons why you cannot. To 
begin with, you cannot store them, and your losses are on a relatively 
small basis. It is a 90-day crop, usually, and your losses are not 
as great as the fellow who has that one crop such as the situation is in 
Senator Young’s area. 

Mr. McCates. Gentlemen, that is my objection. You have offered 
no economic incentive to the weaker farmers in the central States 
to do anything but grow wheat. 

The CratrMan. Because you cannot grow anything else, we are 
told. 

Senator Youne. Oh, yes. Let me state the situation. Our wheat 
acreage was cut back a third. 

Mr. McCauen. Yes. 

Senator Younc. We are going into the cattle-feeding business, 
and the cattle business. We produce a lot of cattle. And, of course, 
we are stepping up dairy production. We produce many other crops. 

Mr. McCates. Fine. 

Senator Youne. Increasing our dairy production is going to hurt 
dairy people in other areas. We have much cheaper feed. Now, we 
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have to go into other production, and we will. And the farmers will 
probably pli int until they go broke. 

Mr. McCates. Senator—— 

Senator Young. Wait a minute. Farming is his business. He 
has to farm or face bankruptcy and give away everything he has. 
And, I cannot help but think the policy you are advocating is identical 
with that which was advocated back in 1932, which brought economic 
disaster, and brought the greatest political upheaval in the history of 
this country. 

Senator Scorr. I would like you to proceed. However, I want to 
get this in, since you are from the section of Virginia that you are, 
I was asked by the Federal Government in 1933-34 and 1935—I was 
farming at the time—to go over there as a special agent on the eastern 
shore of Vi irginia, which I did, to help bail those folks out of bank- 
ruptcy. They were already bankrupt. They could not buy machinery, 
they could not pay for what ae had. They were losing their homes. 
And you lost them all up and down that shore there. And houses 
were empty, and everything had collapsed. 

I went in there on a mission of calling those creditors together to 
help get those farmers refinanced and get them liquidated. I saw 
economic disaster right and left, right over there in your area, potato 
growers and all. You have wonderful land there, and you have 
wonderful facilities. However, I hope you will never see that thing 
happen again. However, that is what was happening then, because 
everything was turned loose, and it took you a long time to get 
rehabilitated. 

[ am in the poultry business andsthe dairy business myself. I know 
what it is, and that is why I come back again to say that the Govern- 
ment just must not allow that to happen. Now, maybe in the nature 
of events, we all have to get wiped out and start all over again. If 
that is what we want, then we are in good shape to have it. 

Go right ahead. 

I spent a lot of time right there in your country to help get those 
people liquidated. 

Mr. McCates. Senator, the eastern shore of Virginia conditions 
were as you describe them. They were very bad. However, I would 
just like to say that we had plenty of company in other agricultural 
sections and in other cities. 

Senator Scorr. Sure you did. However, you are fixing to bring it 
right back again. 

Senator Tuyr. Mr. Chairman, I would like to comment at that 
point, if I may be privileged to. 

Senator Scorr. Yes, sir. 

Senator Ture. I am sorry that I have not been present while the 
discussion here in this morning’s hearings has been going on. How- 
ever, Mr. Chairman, I appraised for the Federal land bank in those 
depression’ years of 1933, 1934, and 1935. The reason I was appraising 
was that the St. Paul bank had so many applications they were abso- 
lutely and literally swamped in trying to handle them. They did not 
have the experienced appraisers to assign to the job. 

The Congress had passed the Commissioners Loan Act, making 
funds available for second mortgages to land bank loans in trying to 
refinance those farms and to keep them out of sheriff’s sales. 
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Senator Scorr. That is exactly what I was trying to bring out. 

Senator Ture. As I appraised for the land bank in that depression 
era, I listened to farm families day after day, sometimes 3 applicants 
in a day, as well as appraising the value of the buildings and trying 
to determine the condition of the soil, in order to try to make an in- 
telligent report following my recommendations. I listened to mothers 
and fathers who had bought the farm, paid for it, raised their families, 
and in some instances they had educated their families, and their 
entire little brood was gone. 

This happened, in the eve of their lives, through no fault of their 
own but as a result of a depressed farm economy, when prices were 
so low they *y could not pay the taxes, or the interest on debts, and 
finally they were faced with a real-estate mortgage. And, in some 
instances, the mortgagor was threatening foreclosure and they were 
asking for a renewal. I sat through those hearings day after day, 
knowing full well that it was not their fault, that it was the economic 
conditions, the conditions we had permitted agriculture to fall into. 

I was determined from that day never to ease up in my eiforts to 
maintain a balanced economy in this Nation. It makes no difference 
whether it is the worker, or the businessman, or the investor, or the 
farmer. They have to be in balance if this Nation is going to stay for 
long on a firm road economically. 

I see the danger signals now, and it disturbs me to no end, when 
we are attacked for trying to bring back into balance this Nation’s 
economy. We see the farmer group down here in this ultraweak 
position, at a time when there is an expanded business economy, 
whether it is in the industrial plant, or the guaranteed annual wages 
that are negotiated in new contracts with the laboring people. I do 
not know what has taken place in this discussion this morning, but 
I want to be on record that they can attack me as much as they like, 
either the economists or the editorial writers, but I say this: That we 
are faced with a danger when we see the economy of the farmer slip- 
ping down in to 70 percent of parity. And, if anyone challenges that 
statement, all you have to do is take a look at dairy prices. If : anyone 
tells me that the flexible price-support system has not affected any 
phase of the economy, I will say this program has affected the dairy 
economy. It went from 90 to 75. 

Here is your quotation of the biggest cooperative in the Midwest: 
Grade A milk above base, manufacture No. 1, $2.93 a hundred on milk 
with 3.5 butterfat content. On manufacture No. 2—and that is what 
goes into our cheese and butter and powdered milk and the like, the 
price is $2.84. 

How is the dairy farmer going to pay the taxes that are imposed on 
his land when he suffers a price drop like that ? 

Senator Youna. Senator Thye, has this lower price support brought 
about a reduction in production ¢ 

Senator Tuyr. No. Production is on the increase. 

Does anyone want to challenge those figures? Well, just refer to the 
statistics here. I tell you that when you talk about consumers’ prices, 
that is a different story. The producer received 54 cents of the con- 
sumers’ food dollar in the midforties. Today he is receiving 42, and 
he is possibly going to 41 in the next quotation. What has brought 
about that wide spread between what the farmer gets and what the 
consumer pays? 
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0, they can say, “Well, the consumer is paying more.” Sure, it is 
costing them this much to live. That is absolutely true. However, 
when you look at what the farmer receives, and the percentage he 
has lost out of the consumers’ food dollars, you find the answer as to 
why the consumer is complaining and why the farmer is complaining. 

Now, if you can give us some specific answers that will answer those 
questions, why farm prices have slumped as they have, then you will 
enlighten us and that is what we are looking for in these hearings. 

The Cuarmman. So far, all I have heard from the witness is a severe 
criticism of the price-support system. I am here waiting, and I hope 
he gets to the point soon, for him to tell us how to better the program, 
because that is what we are all interested in. 

Mr. McCates. Senator, I would like to make a couple of comments, 
if I may, on the Senator’s remarks. Then, I would like to continue 
because we do get down to some specific things. 

Now you have painted a very dramatic picture—— 

Senator Tuyr. Not dramatic; factual. 

Mr. McCarep. May I finish ? 

Senator Tuyr. I do not want to get that word “dramatic” into this 
record without a challenging answer. It was factual. If you want 
to say “dramatic,” I will say “factual.” 

Mr. McCares. And I would say this, that at the same time you were 
speaking about, I happened to be in a big city, Cleveland, Ohio. I 
was there when they opened the office of the Home Owners Loan Cor- 
poration. I saw a regular mob fighting to get into the place. So, the 
condition that you paint on the farms was certainly matched in the 
e1ties. 

Secondly, I agree that we want the agricultural economy in a reason- 
able state of balance with industry and the service economy. That is 
why I am here, because I think that your present system is leading us 
right down the road to where there is the dislocation. And, your 
drop, that you are referring to constantly, took place under your 
rigid price-support system and have only been continued under this 
flexible- support system. 

Senator Tarr. Would you mind an interruption at that point? 
Can you give me an explanation of the dairy situation, when it dropped 
from 90 to 75, and that is where we were hurt? 

Mr. McCauezs. I certainly can. 

Senator Taye. That is where we were hurt the most. Was that 
flexible or rigid, 90 to 75% I have seen these statements, and I am 
getting sick and tired reading these statements, that all came about 
under the rigid price-support program. 

Mr. MeCatrrs. Are you speaking specifically of dairy farmers or 
are you speaking about the entire program ? 

Senator Ture. I am speaking about dairy farmers because dairy 
has taken the drop in supports and the greatest loss in the farmer's 
income has appeared in the dairy prices. 

I cannot let that statement go unchallenged, that these losses come 
under the rigid price supports, because dairying was under flexible 
supports from 90 to 75. 

Mr. McCates. My statement was on the general program, that this 
major decline 

Senator Tuyr. You cannot separate dairy from the general pro- 
gram. If you wish to, I will have toc hallenge it. 
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Mr. McCates. I am glad it was, because it has finally brought the 
dairy industry to the point where they have to realize that they have 
to produce e for use and not sale to the Government. They have been 
putting themselves out of business with your 90-percent_ business. 
People are eating margarine. They are just plain forcing themselves 
out of business. They are forcing the creation of substitutes. 

Senator Youne. May I ask a question 

Mr. McCaues. And I say this 

Senator Youne. Could I ask a question ? 

Mr. McCaues. I would like to make one more statement, to continue 
the fact, Senator. 

They have finally gotten to the point where they are out to try to 
sell something. And they have actually shown an increase in the 
consumption of fluid milk in recent months. 

Senator Youna. May I ask a question ! 

Mr. McCates. Yes, sir. 

Senator Youne. Do you think a dairy farmer can produce butter 
in competition with oleomargarine when the military forces buy oleo- 
margarine for 15 cents a pound¢ Do you think you can really get 
butter down low enough in price to compete with that price for oleo- 
margarine ¢ 

Mr. McCauxrs. Senator, I would say this, that if you had kept the 
butter to where it had a premium, that an individual would pay be- 
cause he liked it better. If it had been kept at a price where he could 
have paid a reasonable premium for it, he would have continued to eat 
butter. As it is, you have simply pushed the price up to the point 
where the man will not eat the stuff, he had to eat margarine. 

Senator Youne. Let me ask you another question. ‘One of the pur- 
poses of lowering price supports, one of the stated objectives, is to 
lower production ; isn’t it? 

Mr. McCaxes. That is one of the stated objectives, but I am not 
making that statement. 

Senator Youna. But, do you think that lowering price supports will 
lower production ? 

Mr. McCarxes. Under some cases, yes; and other cases, no. 

Senator Youne. I think you are right in that last statement. But 
it has not affected dairy production that way ; has it ¢ 

Mr. McCauxs. No. 

Senator Youna. Dairy production has increased with our present 
75-percent support over what it was at 90 percent. 

Mr. McCates. Well, I do not know the statistics. I will accept 
your word for it. 

Senator Youne. Then, the program you are advocating has not 
necessarily worked with dairy commodities and it certainly would not 
for wheat 

Mr. McCates. But, Senator, I am thinking about two things: the 
net income that the farmer makes. And, if he can produce a little 
more milk and sell it more cheaply and come out with the same net 
income, fine, because that means that the milk is being used. That is 
what I want to see. I want to see the stopping of this production for 
sale to the Government, and this foolish hoarding that we have been 
doing. And, if he can go ahead and produce more milk and make a 
living out of it, and a greater net income, I am for it. 
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Senator Youne. I am sure that you are very sincere in your views. 

Let me tell you an experience I had. I have been a Re public an all 
my life. The first political convention I ever attended was in 1932. 
Shortly after that nearly half of our people were on relief. 

Tough as times were then, that convention thought that there was 
not anything wrong with our farm economic situation that could not 
- corrected by just letting it ride as it was, that no Government action 

‘as necessary, and that was the position of the United States Chamber 
of Commerce in 1932. 

I am sure that the policy that you are advocating would lead us 
down the road to economic disaster and another political wpheaval. 

Mr. McCarxs. Senator, of course, naturally, 1 would not advocate 
any such views if I thought it would do that. Of course, it is a minor 
matter, anyway, but I can definitely assure you I did not consult with 
the chamber of commerce. Our organization did not do it. And I 
dislike to blame any of these matters on a pense ular party because 
of the fact I think we are all Americans and | think we are all sincere. 
And we can be mistaken in our judgments. 

Senator Youne. That is right. 

Mr. McCates. And I would like to keep this thing—it is so vital to 
us, this whole farm problem—out of partisan politics, if possible. 

Senator Younc. We do in this committee here. I was just merely 
citing something that occurred in my State. 

Mr. McCarzs. I continue. 

It appears that our unfortunate agricultural policies have perhaps 
lost for us forever any major share pf the world market. We regard 
the International Wheat Agreement as a poor consolation for the 
virtual disappearance of our wheat from international trade. 

Senator Youne. Let me ask a question at that point. 

Is it not a fact that every wheat-producing nation in the world has 
u two-price or multiple-price system? ‘They all have price-support 
programs. Do you know of one wheat-producing country now that 
cloes not have a price-support program ¢ 

You set yourself up as an authority on whe: Tell me one country 
that does not have a price-support program for wheat. 

Mr. McCaues. Well, I cannot cite one country that does not—— 

Senator Young. Could you answer that question ? 

Mr. McCates. I do not know. You have asked me if there is a 
country that does not have a two-price system and a price-support 
system for wheat, and I would say I do not know. 

Senator Youne. You are saying certain things about what is wrong 
with international trade in wheat, what is wrong with the wheat pro- 
gram—— 

Mr. McCaues. I would like to make this statement, Senator: One, 
perhaps the most powerful nation in the world, shall we say, intro- 
ania a system; the very weight of that and its very importance is 
necessarily going to be followed by the other nations almost from 
necessity. [ would like—excuse me, I peter ask the questions. 

Senator Youne. Go ahead and ask one. I do not care. 

Mr. McCares. Well, I have been told not to. So let me say that 
I believe that you will find that the two-price system and the support 
programs, and so forth, that we were the instigator of them; in other 
words, that the other nations were the followers. 
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Senator Youne. No; that is not true. For example, previous to 
World War I, Germany and Italy had a very high price established 
for their wheat, and practically all European countries did. The 
purpose was, of course, mostly to encourage production, to make 
themselves more self-sufficient. 

Mr. McCatrs. I would say that those were just misbegotten devices 
to make themselves self-sufficient. 

Sen: ator Youna. We are one of the last in this field, and we do less 
by way of multiple prices for exports. We do less by way of price 
supports and subsidizing exports than probably most countries of 
the world. 

Mr. McCarxs. High rigid support prices, by placing the price of 
commodities above their proper economic level, have discouraged pro- 
ducers from changing their production to superior varieties for which 
there is ample demand. Long staple cotton and high-quality milling 
wheats of certain varieties are in demand and in some instances have 
actually been in short supply, but present law does not reward the 
farmer who produces these desired varieties, and results in continued 
production of vast quantities of commodities which barely meet the 
minimum Government standards for price support. 

Senator Youne. And this committee is attempting to rectify that 
situation. 

Mr. McCatres. Splendid. 

Senator Younc. And the Secretary of Agriculture does have au- 
thority, but because of his failure to act, we are going to try to make 
it mandatory. 

Mr. McCares. The encouragement of unneeded production for 
dumping on the Government has resulted in a dissipation of our vital 
natural resources of land and water. It has resulted in the improve- 
ment of soils in the cultivation of land which should have been left in 
natural cover, and has laid the foundation for a super dust bowl. 

Senator Youna. You have reference to the Dust Bowl area? 

Mr. McCates. I have reference to the Dust Bow] area. 

Senator Youne. That land was broken wp mostly during the war? 

Mr. McCarren. I would say, substantially, yes. 

Senator Youne. At a time when price supports were far above 
support levels? 

Mr. McCates. That is correct, and under wartime conditions and 
wartime needs. 

Senator Y ounG. Why do you blame it onto 90-percent supports? 

Mr. McCarrs. Because it has not been permitted to revert to what 
it belongs in. 

Senator Youne. Once it is broken up, it is not going back very 
easily. It is obvious that you have not had too much experience in the 
wheat business. Now, in that area of the United States, when they 
get rainfall, they can produce wheat cheaper than most any other 
place in the United States. 

Mr. McCares. When they get rainfall. 

Senator Youne. Governor Thornton, of Colorado, I think last year 
suid that they could produce wheat for 60 cents a bushel. I think he 
was wrong. But say it is $1.25 a bushel. There is no area that can 
produce at as low a price as they can when they get rainfall. So, 
when it was broken up, and they had this long period. of good rainfall, 
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obviously it was going to stay in cultivation. The only thing that will 
take that out of production in the end will be years of no rainfall or 
a Government program. 

Senator Ture. You will never get some of that land out of produce 
tion until the Government steps in with some meens of taking it out. 


If a person has acquired the land, has broken it up, he is not going to 
sell it as long as the Dust Bow] exists. The Dust Bowl is 90 percent 
drought, and the rest is land that les in the so-called arid region. 

However, the war forced that on. I know of the time that we did 
not have wheat enough for either the alcohol distilling which we 
needed for synthetic rubber, or our domestic bread wheat. 

You refer here to the unwise practices of growing the kind of wheat 
that is not readily marketed. We know that some of the durum wheat 
is in a shorter supply on the market. The rust took the durum wheat 
last year in some areas, and the drought took it in other areas. And, 
you are charging it up to the 90 percent support factor. We are just 
not realistic when we take that approach to this problem. 

I serve on the Appropriations Committee and just last week we 
got through looking at the fleet of the merchant marine vessels that 
we have tied “i Pee the harbors and rivers. We spent some addi- 
tional money to put new anchors in after the storms of last year 
when some of the m were dislodged. Why don’t you attack that as an 
absolute waste of Federal funds? Here you have this whole fleet 
of merchant marine vessels, which was a war product, tied up in 
your rivers and harbors all over this United States, and we appropri 
ated millions of dollars last week to convert a boat to a modern type 
ship that would be available in the merchant marine fleet of today. 
Now, you do not attack that. However, here you are attacking the 
wheat support program, and getting some statements in here +m 
unyone would challenge who has any knowledge of the area of whe: 
production, of rust versus drought. It would go against my con- 
science if I let you make this statement and did not challenge it, be- 

cause I know better. 

I am sorry to come here and badger you as a witness, and this is the 
last statement I am going to make, because, if I find that you have addi- 

tional facts that I disagre ee with, I will disagree and keep silent. How- 
ever, I could not help but ch: illenge this statement about wheat, because 
rust ‘and drought are two factors that have something to do with mak- 
ing some of this desired wheat short in supply. 

If I came into your field, into the vegetable field, and started mak- 
ing statements about your business, as you have done about some of 
this business, I would expect you to challenge me. 

Mr. McCarren. Senator, I am perfec tly well aware of the fact that 
the durum wheat crop has been, not just this past year, but I believe 
for several years, really severely damaged by rust. Hijwaver, I 
want to ask you—excuse me- = cannot ask the quest ions. 

Senator Torr. You can, sir, and I would welcome it. 

Mr. McC ares. I want to adh you this, what has been done under 
your price support program, and I am not talking specifically 
about pric e supports, what has been done to encourage wheat farmers 
to shift product ion out of the poorer wheats into durum or higher- 
milling varieties that are desired ? 

Senator Tarr. They have shifted. 
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Mr. McCaxes. There is absolutely no incentive to the farmer to do 
it. 

Senator Youna. Why don’t you talk to Secretary Benson, he has 
authority todothat. Why don’t you talk with him? 

Mr. McCarren. Well, he would probably imply the same thing, that 
[ am a vegetable man, and that I should keep my mouth shut about 
it. 

Senator Youna. I think he would listen to you. 

Mr. McCares. Durum is not the only variety that is short in sup- 
ply. In other words, you have these minimum standards set up, that 
if you can grow something that just gets by, you can dump it on 
the Government. In other words, you have lost the authority of the 
free market. 

Senator Youne. I agree with you. 

Mr. McCares. You have lost the authority of the free market to 
dictate the kind of production the people want to buy and eat and 
so forth. 

Senator Youne. You are right. You are 100 percent right on this 
quality wheat thing. 

Mr. McCatrs. Unrealistic price support programs result in the 
creation of a new class of property rights based on the possession by 
a certain farm of the right to plant a certain acreage of a crop under 
allotments or quotas. We do not think it was the intent of Congress 
to create such property rights. Creation of this type of property 
right has made it virtually impossible for young men to enter the 
business of farming. 

It places a premium on the continued raising of a crop, whose only 
destiny is to find a home in some Government dust bin. It has dis- 
couraged sound conservation practices and the resting of land from 
continued production of the heavy-feeding basic commodities, since 

the farmer has been afraid not to pl: int his full allotment or quota 
as it would destroy his base for next year’s allotment. 

Senator Younc. Would you yield there? 

Mr. McCaues. Yes, sir. 

Senator Youna. It is a matter of record that there is more soil 
conservation practiced today throughout America on its farms than 
ever before in our history. That is a factual statement. I think the 
Secretary of Agriculture will agree. 

Mr. McCaren. I agree that ‘there is more soil conservation than 
ever before. However, it is not nearly as much as is needed. 

Senator Young. That runs contr ary to your statement. Your state- 
ment would imply that we have less conservation as a result of these 
programs. 

Mr. McCarren. We have a lot less than we need. 

Senator, may I ask you a question ? 

Senator Younes. Yes. 

Mr. McCares. Do you agree that a farmer is afraid not to plant 
his full allotment, or quota, as it will destroy his base for his next 
allotment ? 

Senator Youne. That is not true with most crops. He does not 
have to plant, if he does not want to. He does not have to on wheat 
I think we did something on cotton, this year also on tobacco which 
would permit a farmer not to plant his full allotment. 

Senator Scorr. Yes, and he can preserve his original allotment. 
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Senator Youne. A wheat farmer does not have—— 

Mr. McCates. That, I believe, was just recently. However, most 
farmers do not know that, and they have very definitely the idea that 
if they have an allotment of 28 acres of corn, then by gosh, they had 
better plan their 28 acres because maybe next year, if they only plant 
18 or 10, they will find that they are going to get cut, and there fore, 
they keep on planting, and planting, and planting, because they are 
afraid to let go of it. 

Senator Young. Our farmers are better posted than that. I cannot 
understand why your Virginia farmers are not as well informed as 
to the programs as ours. 

Senator THuyrr. Mr. Chairman, the statement raises this question: 
If the farmer were not going to plant either corn or wheat, what would 
you advise him to shift to? 

Mr. McCares. What area, Senator ? 

Senator Tuyr. Any area where you grow cotton, or where you grow 
corn or wheat. What crop would you suggest? Would you advise 
him to cease planting wheat and go into a vegetable crop ? 

Mr. McCares. In Virginia, we grow- 

Senator Trrrr. Wait a minute—would you suggest that he go out 
of wheat and plant vegetables ? 

Mr. McCates. Definitely not, sir 

Senator Tre. I did not think you would. Would you suggest that 
he go into the production of pork? 

Mr. McCaten. In some instances, perhaps, yes. 

Senator Ture. At the present trend and present supply of pork, 
every pipeline is full. That is whdt the producer is faced with. The 
pipeline is full of dairy products; it is full of pork; it is full of wheat; 
it 1s full of cotton; it is full of corn; and do not ever encourage any- 
body to grow oats or barley, because that pipeline is full, too. 

And, if you want them to shift to vegetables, I do not know that 
I would advise them to because I think you have your problems in 
that field. Therefore, you have only one solution open to you. Get it 
out of production and get down with your production so long as the 
Lord has blessed us with the bountiful harvests that we have been 
privileged to reap every year of the last 10 years in the United States. 

Mr. McCares. Mr. Chairman, if I m: uy answer the Senator, I have 
in the past visited personally a number of farmers who have been 
growing red winter wheat in Virginia to shift into soybeans. Up 
until this year, you could flex into soybeans. You had an expanding 
market and you had good prices. Now, perhaps, this will be the last 
year. 

Senator Tryr. You'll not encourage them after this year ? 

Mr. McCates. Well, we will see about that. 

I have also encouraged them to flex into the one thing that this high 
rigid support, this pressure on a man to plant his allotment, this con- 
stant pressure to plant his allotment—lI have urged him to flex into 
soil conservation practices, laying your land idle for a year, putting 
your money in the bank in the form of soil building crops, and, I can 
give you specific recommendations that I have made in Virginia: 
Crimson clover in the fall, sweet Suden or sorghum in the early sum- 
mer. Turn under your crimson clover in early May. Plant your 
Sudan grass or your sorghum and turn that under in the fall. 
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Senator Youne. That is a good program and one in which I believe. 

Mr. McCares. Then, gentlemen, there is plenty of elbow room for 
flexing in that direction. 

Senator Youne. In view of the statement you made a while ago, | 
think this should be put into the record. This is a news release by 
the United States Department of Agriculture under date of June 15, 
1955: 

The USDA also announced, in connection with the 1956 wheat allotment pro- 
gram, that farmers who seed between 75 and 100 percent of their 1956 farm wheat 
acreage allotment will not be penalized in the establishment of any future wheat 
allotments. In the 1954 and 1955 wheat allotment programs, producers who 
seeded between 90 and 100 percent of their allotment were not penalized for 
underseeding. 

Mr. McCaues. Frankly, I think that makes sense. 

The domestic effects of high supports are well illustrated by the 
Government’s dairy-support program. We see a situation in which 
producers of butter, for example, have priced themselves out of the 
domestic market. We see the economic rule in operation that where 
an artificial, uneconomic price situation is permitted FR develop, that 
consumers will find a substitute. And in the last year, we have seen 
the economic difficulties that arise when an industry is ’ forced to put 
its house in order after a long period of dreaming under the narcotic 
of Government handouts. 

[t is frequently argued that high rigid supports bring about equality 
of income to farmers for the employment of their land and labor. 
Nothing could be further from the truth. The following table, b: ased 
on data of the United States Department of Agriculture for the year 
1952 for cotton farmers, indicates the inequality of return resulting 


from support programs. Note the variation of return per hour of 
labor to the operator and family: 


Per hour 
High Plains (irrigated) 
High PIOIiNBi. id a i La She ed 
Mississippi Delta 
Texas, Black Prairie 
Southern Piedmont 

Iligh rigid supports encourage a wasteful expansion of production, 
and because of the uneconomic price resulting, discourage demand. 
Under rigid-support programs, there is an inevitable tendency to pro- 
duct more and more and to consume less and less. The histories of 
the Federal Farm Board, the Agricultural Adjustment Administra- 
tion, and the Commodity Credit Corporation give all the evidence 
needed to support our contention. 

It is argued that effective production controls will solve the problem 
of surpluses and at the same time permit the continuation of high and 
rigid support programs. 

Senator Youne. Let me ask a question at that point. Presently 
section 32 funds, that amount to more than $100 million a year, are 
used to help out the producers of perishables. Would you think it 
would be all right to use a part of that money in view of the program 
you propose, for basic commodities use section 32 funds to take care 
of our whe: it farmers and cotton farmers, and other farmers? 

Mr. McC ares. Senator, I have no moral objections to that, but I 
think it is open to a very serious practical objection, How far would 
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a miserable $100 million that is split up among a dozen perishable com- 
modities go in your wheat field ? 

Senator Youna. There are more funds than that. Two years ago, 
the Federal Government bought 800,000 head of cattle. I think the 
figure was 865,000 to be precise. Part of those funds were taken out 
of other programs. It helped a great deal, and I think it was a good 
program. 

I am looking at your statement here to try to find some constructive 
proposal for any farm programs. I do not think you even men- 
tioned the vegetable producers whom you represent. 

Mr. McCates. Gentlemen, the vegetable producer just wants you to 
just leave him alone. 

Senator Youne. He does not want any help under section 32 funds, 
he doesn’t ask for anything. 

Mr. McCares. As far as I am concerned, you - take your section 
32 funds and give it to the people that want it. I do not believe that 
the vegetable producers as a whole ever looked to section 32 funds 
except as a salvage operation. 

Senator Youn. Well, the potato growers—— 

Mr. McCatres. You have had some use of it in Maine, and various 
other localities, but it certainly does not pay a price that is profitable. 
And, that is the great difference between that. and wheat, for example. 

Senator Youna. Well, of course there is practically no way to con- 
trol the production of perishables. You cannot store them. You 
have a different problem. 

Mr. McCates. Senator, I disagree. There is a wonderful way to 
control the production of perishables. The way is the free market 
that the vegetable farmers have been doing all these years. 

Senator Youne. Let me put it this way. Is it not a fact that we 
export a great amount of wheat and cotton and it is one of the most 
necessary crops in times of war? We are building all these planes 
and tanks for security purposes and do you think it would be advis- 
able to let your wheat stocks drop down to, say, 150 to 200 million 
bushels a year, or a level that would provide a good price on the free 
market ? 

Mr. McCatxs. Yes. 

Senator Youne. You think we would be perfectly safe? 

Mr. McCates. Yes. 

Senator Youne. What would happen if we were bombed? Just a 
few bombs would knock out our oil industry, and agriculture would be 
paralyzed. Do you think it would be wise to sit here with 150 or 200 
million bushels a year, 150 to 200 million of carryover, when we are 
building all these tanks and planes for security purposes ? 

Mr. McCates. Senator, if we are bombed by hydrogen or atomic 
weapons, and the oil industry is knocked out, as it most assuredly 
would be, so would your transportation facilities. And then, I would 
like to know what good it is going to do a man in W ashington that 
you have some ships ‘up in the Hudson River full of wheat? 

Senator Youne. It is going to help him a whole lot. 

Mr. McCares. How is the going to get it down? 

Senator Youne. He can use a truck; he can use trucks. 

Mr. McCatrp. I thought the oil industry was paralyzed? They 
have no gasoline. The roads are in shambles. 
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Senator Youne. They are not going to knock it all out. There 
would be some available for the most necessary purposes, and the nec- 
essary purposes would be to get some wheat out of storage and to the 
people. 

Mr. McCares. The only way that would work would be to have 
a few bushels stuck away in the basement; it might do some good 
there. 

Senator Young. You are arguing that surpluses of food should not 
even be necessary if we are bombed. 

Mr. McCates. You, of course, need to have a reasonable supply that 
the trade can handle, and that we know from experience will be used 
in the normal process. Now, I have no objection to a reasonable 
supply of wheat or any other commodity. 

Senator Younc. What would you call a reasonable supply of wheat ? 
What would you call a reasonable carryover ? 

Mr. McCates. Carryover? 

Senator Youne. Yes. 

Mr. McCates. I would say probably 300 million bushels. 

Senator Younc. If you had a 300 million bushel wheat carryover, 
do you suppose the farmers could get a good price for his wheat in 
a free competitive wheat market ¢ 

Mr. McCaues. I believe so. 

Senator Younc. Your statement runs contrary a the thinking of 
all of the grain-trade men in the United States. I do not know how 
you can pose as such an expert and authority on all matters of agri- 
culture outside your own field. I am sorry to have to say this. 

Senator Tuyr. Senator Young, I have just finished reading the 
gentlemen’s statement. If your blood pressure is not up now just 
wait until he gets through with the last page. 

Senator Youne. In all my years on this committee, about 10 years, 
[I have never witnessed a statement like yours, Mr. McCaleb. I can- 
not understand where you concocted all of this stuff. 

Senator Scorr. Let’s go ahead and get his blood pressure up. 

Mr. McCates, It is argued that effective production controls will 
solve the problem of surpluses and at the same time permit the con- 
tinuation of high and rigid support programs. The 22 million acres 
of land diverted from the production of basic commodities last year 
and the 33 million acres diverted this year will not lie idle. Much 
of this land will be planted to other crops and the surpluses of the 
basic commodities merely transferred to a variety of other vulnerable 
crops. No problem has been solved, but only a shifting of the burden 
of surpluses onto the backs of some other commodities. One group 
of producers has merely shifted its problems to another group. 

This shifting is particularly vicious when diverted acres are 
switched into vegetable crops. The producers of vegetables have not 
had and do not want supports. They have proven over and over 
again their ability to supply the Nation with an abundance of fresh 
and processed vegetables at economical prices without any burden on 
the taxpayer, and in a constantly increasing volume. 

Witness the increasing per capita consumption each year of fresh 
and processed veget tables as compared to the declining per capita con- 
sumption of basic commodities. The answer lies in the healthful 
workings of the law of supply and demand. Nevertheless, compe- 
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tition by the subsidized grower of basic commodities who can use his 
diverted acres to take a flier in vegetables is grossly unfair. No group 
in agriculture can long compete with competition subsidized by the 
seemingly inexhaustible bankroll of the United States Government. 

Senator Younac. What diverted acres of the wheatgrowers are grow- 
ing into vegetables ? 

Mr. McCates. There is some acreage of wheat in the Dakotas, 
where you raise some very good seed potatoes, I might add, that we 
use in Virginia. 

Senator Youne. But actually, our potato acreage is down in North 
Dakota. 

Mr. McCatres. I do not have the exact figures for North Dakota at 
my fingertips. 

Senator Yours. When you make a statement like you are making 
now, you ought to know your figures. Our potato production is down. 
Our acreage is down. We are not diverting our wheat acreage in 
North Dakota to potatoes. We are trying to control our production 
by voluntary agreement with other produce rs in other States. 

Mr. McCates. High and rigid price supports call each year for 
stricter controls and for further reductions in quotas. It has been 
found that technical improvements and improved cultural practices 
continually maintain higher production even on reduced acreage. 
This higher and higher production per acre, still produces surpluses 
and calls for still more controls. Even from the beneficiaries of the 
program, great cries of regimentation and resentment are heard with 
each necessary reduction in allotments. Thus is socialism coming to 
the American farmer. The price’tag on high and rigid supports is 
closer and closer regimentation. We do not think the American 
farmer wants this to happen. 

Senator Young. Will you yield at that point? 

Mr. McCates. Yes, * 

Senator Youne. May I ask again why the tobacco farmers voted 
98 to 99 percent for these tobacco quotas, if they do not like this 
regimentation ? 

Mr. McCarren. They do not like it, but they find there is a price peg 
on it, which is the tremendous restriction, and they are faced with 
this very unpleasant choice. They do not like the price, but they just 
feel they have to take it. 

Senator Youne. Isn’t it a fact that the choice they face is between 
quotas which is a form of regimentation—— 

Mr. McCarter. That is right. 

Senator Youne. Or bankruptcy prices? 

Mr. McCates. No, definitely not. Your theory is then, Senator, 
that if you do not coerce a man and force him into quotas, then he is 
going to bankrupt himself and his neighbors? 

Senator Youna. No. 

Mr. McCates. Why doesn’t that work in the unsupported crop 
farmers ? 

Senator Young. You have a different problem entirely. 

Mr. McCaten. It is a crop. It grows, and farmers raise it. The 
same elements of production go into it: fertilizer, land, machinery, 
and so forth. Why would they bankrupt themselves? Why haven’t 
the producers of spinach, for example, bankrupted themselves, or po- 
tatoes or soybeans? 
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Senator Youne. It is a different problem entirely. 

Mr. McCares. Why ! 

Senator Youne. ‘The history of the crop production shows that it 
varies with the different types of crop. Even Secretary Benson will 
tell you that. For example, for the past 30 years lower prices have 
not resulted in decreased acreage for wheat. But, ofttimes, that is 
true with some other commodities like vegetables and—— 

Mr. McCaces. It seems to me that the wheat farmers had better get 
themselves together and discover a few economic facts as the vegetable 
producers have, that if they do not eventually restrict their production 
to the demands of the free market, that they are going to have 1 or 
2 things, regimentation and Government handouts, or bankruptcy. 

Senator Youne. Was it necessary to export great quantities of vege- 
tables during World War LI to win the war, like it was—— 

Mr. McCauxs. No, they could have been very well used, but 

Senator Young. It was not necessary. 

Mr. McCaues. It was not necessary. 

Senator Youne. No. 

Mr. McoCaues. They had no shipping space, and other things were 
more vital. 

Senator Young. And it has been true that in every war, we have 
never been able to produce as much wheat and cotton and corn as we 
actually needed, whereas, in vegetables, we have always been able to 
meet our requirements; isn’t that true? 

Mr. McCarxes. No, I do not agree with you there. Our require- 
ments for vegetables have never been met in a war either. 

When you have a man who is practically starving to death, you are 
going to send him what—a concentrated food that you can ship easily. 
Now, it is just an accident that wheat happens to meet that specifica- 
tion, meat, wheat, and things of that nature. From the nutrition 
standpoint, a man definitely requires vegetables, but he can get by for 
a while without them, sure. 

Senator Tuyr. Would the Senator yield at that point just momen- 
tarily ? 

Senator Youne. Yes. 

Senator Tuyr. And, Mr. Chairman, may I be pardoned because I 
sort of committed myself not to ask additional questions. 

However, I must call it to your attention, sir, that in the field of 
dairy products, the Government made all manner of advances to en- 
courage a dairy production increase, divert from what had been a 
normal function over to a cheese processing because cheese could be 
shipped as a high protein food that did not require refrigeration. 
Many a community was dislocated in its normal dairy operations be- 
cause of the request of the Government. We are trying to make that 
adjustment just the same today as we are trying to adjust to take care 
of the fleet of merchant marine vessels in harbors, of which you have 
never attacked. And I have never seen anyone of the others of you 
who have attacked the so-called farm-support progrene ever refer 
to the folly of some of the other governmental subsidies to encourage 
certain things to be done in other phases of the national economy. 

However, your dairy and some crop production were encouraged by 
your Government. ‘The Government has never taken a realistic action 
or stand in trying to bring it back out of that production. They 
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could have, in some of your arid Southwest. They could have en- 
acted or supported legislation. I have a bill that I have not ob- 
tained action on that would propose to purchase some of the dry area 
land in the Southwest, Colorado, and other areas, and get it put into 
grass for soil building. 

Therefore, I say that just to attack and attack without coming out 
and specifically trying to bring us some constructive suggestion that 
will remedy it, I do not think gets us anywhere except to get our- 
selves alined in various camps, fighting one another. It would be 
far better if you came in here as to the soundness of taking some of 
this land by a governmental purchase program and getting it back 
into grass, and so forth, than it is for you to lay out an attack upon 
the support factors. 

You have some statements in here that I have had to challenge as 
much as I regret to have attacked a witness’ statement. However, 
I just must call to your attention that in another paragraph here, 
you talk about what is necessary to improve the diet. 

There is a growing feeling among most farmers that the solution to our farm 
surpluses lies in increasing the standard of the American diet. 

Now, you will just tell me what is wrong with the American diet, 
and what is wrong with our congressional action that has put milk 
into the school-lunch program, and powdered milk into the channels 
of relief, both domestically and internationally? You see, sir, if we 
sat here and did not challenge you when you make these broad accusa- 
tions against the support program as you have made here, we either 
would not be interested or we wou}d not have the cour age which you 
demonstrate when you write such material. 

Senator Scorr. I wonder if we might hold right here, just a minute. 

Senator Tuy. I am sorry, Mr. Chairman. 

Senator Scorr. They want us to get over to the floor for a rolleall. 
That is another thing. We never know when it is going to happen. 

If either of you would be willing to submit the rest of your state- 
ment for the record or appear in the morning at 10 o’clock— 

Mr. McCates. Senator, I cannot appear tomorrow morning. How- 
ever, I would like, if I could, to read one more paragraph because that 
is a vital point. 

T might add that is not something I dreamed up. This is based on 
the resolutions of the Vegetable Growers Association of America. 

Senator Scorr. If you will do that. 

Mr. McCates. Right. 

Here and now we also wish to state our objection to the fundamental 
premise of designating wheat, cotton, corn, rice, and peanuts as the 
so-called basic commodities. We wonder from what divine or econo- 
mic right these five crops derive the peculiar virtue of being segregated 
from the rest of our country’s agricultural production for favored 
treatment. 

According to the latest figures available from USDA, farm i income 
derived from the alleged basic crops accounts for only 22 percent of 
the total. Nonsupported crops yield farmers 54 percent of their 
income. We can think of any number of crops which are of as great 
or greater economic importance than some of the sacred five, for ex- 
ample, beef cattle production, pork production, dairying, potatoes, 
and soybeans. Why should not these and others be brought into the 
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fraternity of basics? Unfortunately we can only reach the conclu- 
sion that politics and not economics was used in the selection of the 
basic commodities. 

Senator Tuyr. That is the one statement which I had reference 
to when I jokingly referred to Senator Young’s blood pressure. 

Do you know why they wrote those various commodities as basics? 

Mr. McCates. That is what I would like to know, sir. 

Senator Ture. Because you could control the acreage and because 
they are storable. There was atime when this Nation was on its knees 
begging the producers of those particular products to produce more, 
because our need was so great that we could not meet either our domes- 
tic food needs, nor could we supply the alcohol that was necessary 
to be distilled from corn and wheat to supply our synthetic rubber 
needs. ‘That was the situation less than 10 years ago. We were again 
confronted with it in the Korean crisis. 

The reason why they wrote these particular items in as basics was 
that they were storable commodities and the acreage could be con- 
trolled. If you think that was not it, then you just devote a little time 
someday to reading the colloquys that took place when these bills or 
laws were written that included these commodities or crops as the 
basics 

Mr. McCares. Do you mean to say that you cannot store soybeans, 
for example? 

Senator Ture. Yes, you can, but even soybeans will become rancid. 

Mr. McCaxes. Do you think they are not as important as some of 
these other things ? 

Senator Tuyr. Wait a minute. Yes, they are just as important. 
However, if you are not aware of it, it was only in the last few years 
that you had an ample supply of soybeans and 10 years ago, 5 years 
ago, and even 2 years ago, you had to have an incentive in the field of 
soybeans in order to get your production. You have had an incentive 
in the flax crop to get a production. Both of those crops were haz- 
ardous crops, geogr raphic al to a certain extent. They never had to 
be classified as basics. However, your wheat, and cotton, and tobacco, 
and peanuts, and rice were not written in as basics because of politics. 

You certainly put yourself in a position to be attacked when you 
start referring to the fact that these men were scratching one another’s 
backs politic ally when they established the basic crops in the Agricul- 
tural Act. You are just ‘asking for trouble when you come in here 
making statements like that. 

[ will tell you, if you did not know, that you were short of oi! crops. 
Just go back and review the acts that you had on the statute books 
that placed embargoes on the exportation of oils. You are aware of 
that, aren’t you ? 

Mr. McCaues. I am perfectly aware of the fact that all oil crops 
were short. 

Senator Ture. I hope you are. 

Mr. McCarren. Now, you have made repeated references and why, 
I do not. know, to this fleet of merchant vessels, and so far 

Senator Ture. I have only made it twice. 
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Mr. McCa.es. You want to know why I did not come in here and 
criticize that. Well, I was under the assumption we were to come 
in and make a statement with respect to general changes in the Agri- 
cultural Act of 1949. 

Now there are plenty of things I could criticize in the Government 
outside of this. 

In conclusion of my statement, it is our sincere belief that the high 
rigid support program on basic commodities has been one of the most 
important factors in contributing to the difficulties of the small 
family farmer operation. A small farmer whose wheat acreage is 
cut from 100 acres to 60 acres may well find himself unable to make 
a living, even at high rigid support prices. The large operator with 
10,000 acres of wheat, which is reduced to 6,000 acres, is still doing 
nicely, thank you. 

There is a growing feeling among most farmers that the solution 
to our farm surpluses lies in increasing the standard of the American 
diet, and it is felt that improved quality, intelligent merchandising, 
and the oper: ition of the free market are the ultimate solutions to the 
problem of declining arn income. 

We wish to cite the case of beef, which through the operation of 
free economics and an “intelligent a aggressive promotion pro- 
gram, brought about a major increase in the per capita consump- 
tion of beef and thereby halted the disastrous slide in beef cattle 
prices. We know of no such effort having been made by the producers 
of basic commodities. 

It is the considered opinion of this association that the side effects 
of the high rigid support progranf, with its restrictions on acreage, 
expensive and burdensome controls, and the problem of diverted 
acres, have tainted the entire agricultural economy. High rigid sup- 
ports have resulted in nothing but shameful econcmic waste, dissi- 
pation of natural resources, loss of markets both domestic and foreign, 
a burden on the taxpayer, a favoring of a particular group of farmers, 

and a dangerous extension of socialistic regimentation and controls. 

The program of high and rigid supports is bankrupt both economi- 
cally and morally. We urge the Committee on Agric ‘ulture to recog- 
nize that their responsibility is primarily to all the people of the 
Nation and not to a particular group of farmers. 

Senator Scorr. The committee will be in recess until tomorrow at 
10 o’clock. 

(Whereupon, at 11:55 a. m., the committee adjourned.) 
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THURSDAY, JUNE 23, 1955 


Unrrep STATES SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
W ashinaton, me 

The committee met, pursuant to recess, at 10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) 
presiding. 

Present: Senators Ellender (chairman), Scott, Young, and Thye. 

The Cuamman. The committee will be in ly r. 

This is a continuation of the hearings on price supports. 

The first witness this morning is Mr. BE. M. Nortan’ secretary of the 
National Milk Producers Federation. 

Mr. Norton. 

Mr. Norton. Thank you, sir. 

The Cuarrman. I notice that you have a statement. Do you want 
to read it? 

Mr. Norton. I would like to re: gl through the statement, Senator. 

The CuarrmMan. You may do whichever is most convenient. 


Mr. Norron. Yes, sir. And the appendixes are merely for filing. 
We will not get into that at all. 


STATEMENT OF E. M. NORTON, SECRETARY, NATIONAL MILK 
PRODUCERS FEDERATION 


The National Milk Producers Federation is a national farm organ- 
ization. It represents nearly half a millio mn dairy farm families and 
some 700 or more dairy cooperatives which they own and operate. 

The federation is the oldest and largest national agricultural com- 
modity organization in the United States. Its members process and 
market practically every form of dairy product produced in this 
country. 

The federation represents solely the viewpoint of dairy farmers. 
Our bylaws require that at least 75 percent of our board of directors 
be active dairy farmers, the remainder being officials of farmer-con- 
trolled cooperatives. 

The annual membership meetings of the federation are attended by 
dairy farmer leaders from all sections of the United States. At these 
meetings national issues affecting dairy farmers are considered, and 
resolutions are adopted representing the aggregate views of the 
dairymen. 

These resolutions have remained constant in their design and pur- 
pose for many years, reflecting the soundness of judgment in their 
drafting. 
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My purpose in coming before this committee today is to discuss a 
plan of self-help for the American dairy farmer and other matters of 
great concern to our dairy producers as reflected in our current 
resolutions. 

PRICE SUPPORTS 


For a number of years the National Milk Producers Federation has 
supported the ) 1 iciple of a self-help price-stabilizing program. 

It is the position of the federation that until such time as a satis- 
factory producer financed and operated dairy stabilization program, 
known as the self-help plan, can be enacted and put into operation, 
it is essential that a price-support program for milk and butterfat and 
the products thereof be continued. 

The federation has long advocated the use of price supports as one 
means of preventing unduly low prices for milk and butterfat which 
could result from unrestricted reliance upon supply and demand, since 
prices of milk fluctuate violently with short-time dislocations of sup- 
ply. The federation feels strongly that price supports for milk and 
butterfat should be sufficiently high to assure returns to dairy farmers 
consistent with those of the producers of other agricultural products 
and with other segments of our national economy. 

In the establishment of price supports for milk and butterfat, the 
federation believes that the industry would best be served by setting 
such support prices at variable levels. However, extreme changes in 
support levels should be avoided. Producer response to changing 
price levels, if known in advance, and if properly timed, can be 
uchieved without dropping prices to the disaster point. Downward 
changes in the support level should be limited to a maximum of 5 
percentage points per year, or thereabouts. 

The membership of the federation maintains that the severe drop in 
support levels made effective April 1, 1954, and in effect today was 
wholly unwarranted, and may prove to seriously impair the dairy 
economy for the next several years. 

‘The improvements m the dairy price picture currently being cited 
in the press do not prove very helpful to dairy farmers. Specifically, 
80 percent of parity instead of 75 percent is meaningless to dairy 
farmers when based upon arithmetic computations rather than higher 
prices. 

There does not appear to be any understanding of the effects upon 
dairy farmers that the calculations of “parity” and “parity equivalent” 
have brought about. The Department of Agriculture does not com- 
pute a parity price for milk used for manufacturing purposes. Rather, 
it computes a parity price on all milk sold wholesale. 

In lieu of a parity price for milk used for manufacturing purposes, 
the Department computes a parity equivalent. The parity equivalent 
is computed by multiplying the parity price for all milk sold whole- 
sale by a ratio of the price of all milk sold wholesale and the price 
of milk used for manufacturing purposes. The “parity equi valent” 
concept was first used by administrative ruling after the passage of the 
Agricultural Act of 1949. ; 

The first parity equivalent was based upon the ratio of the price 
paid for all milk and the price paid for manufacturing milk for the 
period July 1946 through December 1948. This ratio was 8814 per- 
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cent. Effective April 1, 1953, prices were therefore supported at 90 
percent of 8814 percent of parity, or $3.74. 

When the comput: ition was made for determining the support level 
to be effective April 1, 1954, the same ratio was used. The parity price 
for all milk at that time was $4.75, the parity equivalent was $4.20, 
and the support price was $3.15, which represented 75 percent of 
8814 percent of parity. 

Since that time the dollars-and-cents support level has remained 
constant without regard to the parity calculation. The announce- 
ments, however, have shown a continuous increase in the percent of 
parity paid produc ers for milk. This has been accomplished by re- 
vising the ratio between all milk and manufacturing milk—first, from 
88.5 percent to 84.1, then to 83.7 percent. 

The dairy farmers have been at a loss to understand their an- 
nounced improved position brought about—not by adding dollars to 
their pockets, but by revised formulas. 


DAIRY STABILIZATION PROGRAM 


As has been mentioned, the principle of a self-help program for 
the stabilization of dairy product prices has been advocated by the 
Federation for a number of years. 

Unlike most major agricultural commodities, the long-time milk- 
production pattern has tended to coincide closely with domestic 
market needs. Small dislocations in the relationship between total 
supply of milk and total demand for milk and dairy products, how- 
ever, cause repeated intermittent losses to dairy farmers. A rela- 
tively small surplus production. affects the whole price structure be- 
cause milk is a highly perishable product requiring daily marketing 
and because it is extremly bulky. 

The seriousness of the price problem that results from a relatively 
small surplus was demonstrated conclusively during the past 2 years. 
At its most unfavorable point, the dairy ‘surplus ~ was considerably 
less than 10 percent of the annual market requirements, and in fact 
approximated 7 percent. This 7 percent surplus not only resulted 
in a drastic reitustion in prices seed dairy farmers, but in addition 
the adverse publicity that was centered on the dairy problem dis- 
couraged consumption of milk and dairy products, and was used to 
turn public opinion against price supports for dairy farmers and 
agriculture in general, 

“With the widely scattered and highly seasonal pattern of milk 
production and with the many forms in which milk is used by the 
entire population, it is obvious that the dairy industry is susceptible to 
imbalance for short periods of time on a recurring basis. The effect 
of weather, cow cycles, feeding conditions, production techniques, 
relative opportunities in other farming enterprises, Government pro- 
grams, and other factors all have their effect on the level of milk 
production. Milk production cannot be quickly increased or de- 
creased by manipulating the price. 

The purposes of the self-help plan of the National Milk Producers 
Federation are to provide a means whereby dairy farmers themselves 
can manage and finance their own surpluses, in order to prevent re- 
curring price drops on the total supply each time a temporary surplus 
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occurs. It is the feeling of farmer members of the federation that 
they themselves can do a more effective job of managing surpluses 
than is possible through Government operations. The stabilization 
board of farmers would be able to dispose of agricultural surpluses 
bought and paid for with their own money w ithout the restrictions 
inherent in the operation of such a program by Government officials 
who are spending tax dollars. 

Dairy farmers are familiar with the classified plan of marketing 
fluid milk—wherein one price is paid for that portion of the milk used 
for bottling purposes and a lower price for that portion which is in 
excess of fluid-milk requirements. They know that in fluid-milk 
marketing it is possible to prevent a total price collapse each time 
production exceeds the bottled milk requirements. If fluid-milk 
prices can be prevented from falling into the manufactured milk price 
level, it is just as logical to conclude that the market for manufac- 
tured dairy products can be prevented, through somewhat similar 
operations, ft om falling to distress price levels. 

The self-he Ip plan would be no guaranty that farmers would receive 
100 percent of parity, or 90 percent, or any other predetermined level. 
The level of price support would depend upon the overall conditions 
of the market and the ability to manage any excess production and 
utilize it with least loss, 

The Cuamman. Are you going to discuss your self-help plan? 

Mr. Norton. Just very br iefly on the next page, sir. 

The CuarrmMan. Very well. It might be well for you to detail it 
in the record so that we will know what we are talking about. 

Mr. Norron. Yes, sir. Had the self-help plan been in effect: last 
year, milk prices could have been supported at 90 percent of parity. 


This would have increased prices to producers by 65 cents per hun- 


dredweight, at a cost to them of 32 cents per hundredweight, if all 
of the surplus was disposed of at a complete loss. If losses on sur- 
pluses were held to 50 percent, which certainly is not unreasonable, 
then the 65 cents higher price would have cost farmers but 19 cents. 

‘The self-help plan-would require the enactment by Congress of 
enabling legislation. By the way, Senator Mundt has introduced the 
legislation in detail in 8. 930. 

In brief the plan would involve: (1) Creating a dairy stabilization 
board of 15 members to be appointed by the President from nominees 
selected by dairy farmers; (2) establishing price support levels at 
which the board would seiaian dairy products not disposable in the 

regular channels of trade at the support level; and (3) levying assess- 
ments on all milk or butterfat sold by individual farmers in com- 
mercial channels to cover the cost of surplus handling, and for admin- 
istering the program. 

The CramMan. Now, this method of financing would give you the 
authority to impose ¢ assessments ? 

Mr. Norron. Yes, sir. 

‘The Cuarrman. On all of the production? 

Mr. Norron. All milk delivered to the first processor. 

The Cuatrman, All milk producers? 

Mr. Norton. Yes, sir. 


The CuatrMan. Irrespective of whether they belonged to the 
association or not? 





PRICE-SUPPORT PROGRAM 285 


Mr. Norron. Oh, yes; any milk delivered to the first processor 
would be assessed. 

Under the self-help plan dairy farmers, however, would not be 
held liable for surpluses caused by other Government programs and 
policies. For instance, the Government could allow the importation 
of any amount of dairy products that might be consistent with good 
international relations so long as it compensated dairy farmers for 
the displacement of their domestic production through the surplus 
holding pool. Furthermore, it would only be fair for the Govern- 
ment to compensate farmers for milk production resulting from acre- 
age restriction or production quotas on other agricultural commodities. 

The Cuarrman. Under this plan—the so-called self-help plan—the 
entire management would be in the hands of this board ? 

Mr. Norron. Yes; with certain limitations by the Secretary of 
Agriculture. 

The CHamman. And the Government would not come into the 
picture at all, even to support the prices? It would all be done 
through the board ¢ 

Mr. Norton. Through the board. The Secretary of Agriculture, 
however, sir, through the board, has pretty wide latitude to veto an 
improper price, or one that he thinks is improper, if the board would 
establish a price that he felt was too high. 

The Cratrman. How would you handle the surpluses? 

Mr. Norvon. Much the same way that the Government is doing at 
the present time domestically. However, we feel that in foreign 
markets, since they are not tax dollars, that a price, for instance, of 
half the amount could be negotiated with deficit foreign dairy coun- 
tries to absorb the surplus. 

The CHarmman. Although the Government would not come into 
the picture and provide money from the Treasury, the consumer would 
pay directly through assessments—that is, indirectly—through assess- 
ments placed on the milk by the board, would he not? 

Mr. Norton. Well, because the milk would be at a higher price—— 

The CuatrmMan. That is right. 

Mr. Norron. I presume that is correct; yes, sir. 

Now, that, of course, we say is not unusual, sir, but—— 

The CuatrmMan. Have your attorneys looked into the legality of 
that? 

Mr. Norton. Yes. We think that it is legal; yes, sir. 

The Cuairman. That amounts to the power of taxation. 

Mr. Norton. Yes, sir. 

The CHatrrMAN. When you speak of an assessment, I make no differ- 
ence between that and taxation. 

Mr. Norton. Yes, sir. 

The Cuamrman. Now, would the board have the power to raise or 
lower that in order to meet the situation as it may come about? 

Mr. Norton. Yes; that is right. 

The te AIRMAN. Well- 

Mr. Norton. In other words, if there was a 2-percent surplu: that 
was botheri ing the market rather than 7 percent, as there was last year, 
it would be approximately one-third of the assessment, or, say, 10 cents 
rather than 32 cents. 

The Cuarrman. Would you anticipate that surplus in advance? 

64440—55—pt. 119 
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Mr. Norton. Yes, sir. 

The CHarrMAN. You would set your assessment according to your 
anticipated surplus? 

Mr. Norton. Yes, sir. 

The Cuatrman. Now, how would that surplus be disposed of? 

Mr. Norton. Domestically ? 

The CHarrMan. Ata lower price? 

Mr. Norron. No; in the usual relief channels, school lunch, distri- 
bution in this country. 

The Cuarrman. Who would buy it? Would the Government come 
in? 

Mr. Norron. The Government would come in much the same as 
they do now. 

Take for instance your section 32 program, your school-lunch pro- 
gram. 

The Cuarrman. You would have, in some way then, to tie in with 
all the Government relief programs ? 

Mr. Norton. Yes; that is right, sir. 

The Cuatrman. That would be essential ? 

Mr. Norton. Yes, sir. 

The CuatrMan. So that you could dispose of your surpluses ? 

Mr. Norton. Yes, sir. 

The Cuarrman. And the money you would get from assessments 
would be used for what ? 

Mr. Norron. To buy the extra production that was occurring 
throughout the country if there was a surplus. 

The Cuarrman. And to pay for the losses between what you would 
sell it for and what the farmer would get; is that about it ? 

Mr. Norton. Yes, sir. 

The Cuarrman. Allright. I think I understand it. 

Mr. Norton. The Government’s obligation for compensating milk 
producers for surpluses resulting from other governmental programs 
needs nocomment. The greatest weakness in our present agricultural 
program is that we are transferring our problems in succession from 
one agricultural product to another. It is a simple matter to conclude 
that with a surplus of milk some farmers should produce something 
else. If that something else is also in surplus, however, the problem 
is merely aggravated by the diversion in production and little is 
accomplished. 

The self-help plan would free consumers from the tax burden now 
resulting from Government price supports on dairy products. It 
would assure consumers of adequate supplies of milk and dairy prod- 
ucts, and would protect them from unduly high prices which result 
from an unwarranted shrinking of the supply. 

The plan would assure producers of year-round stabilized prices 
without dependence on Government price supports. It would pro- 
tect farmers from the effect of surpluses resulting from imports or 
from other Government programs. It would result in improved con- 
sumer relations because of the demonstrated willingness of dairy 
farmers to cut free from dependence on Government. 

The Cnarrman. Now, how would it protect farmers from the effect 
of surpluses resulting from imports? Would that be entirely elim- 
inated ? 
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Mr. Norton. No. The Government would be free to import any 
amount of dairy products they felt were desirable in the interests 
of international relationships. 

The Cuarman. Now, would not those products compete with 
products produced here? 

Mr. Norton. By all means, yes, sir. 

The Cuairman. Now, that of course would not affect the Loi 
that our dairy farmers would get because they are more or less 
assured, through the board, of a fixed price; is that not true? 

Mr. Norron. That is true. However, it would affect it if these 
two things were not true, sir, that in the bill we propose, No. 1, to 
collect upon importation to this countr y, the same fee on those imports 
as is collected from the dairy producer in this country. 

The Cuamman. Now, that would, then, impair the revision of the 
tariff schedule, would it not? 

Mr. Norton. We feel that if this would become law, that would 
automatically revise the tariff schedule. 

The CuarrMan. Not necessarily. 

Mr. Norton. Then we would have to go before the proper com- 
mittees with a revision. 

The CHARMAN. Whatever assessments were imposed by the Board, 
if it can be done, would affect only the inhabitants of the United 
States. 

Mr. Norton. That is right. 

The Cuarrman. Insofar as anything coming in, that of course 
would be something that would have to be dealt with by the Congress 
through its regular taxing facilities, that is, the imposition of tariffs 
as we now have it? 

Mr. Norton. We operate, as you know now, under a Presidential 
proclamation restricting imports. 

The Cuatrman. Yes, I understand. 

Now, in order to carry out your plan, that is the self-help plan, 
would it be necessary to have this tax or assessment, or what-have- 
you, on imports to fluctuate the same as would be the case in the 
sales and distribution of domestic production ? 

Mr. Norron. I do not think it would be necessary, sir. I think 
that the other way to bring the price more nearly in line would be 
to charge, let us say, the Commodity Credit Corporation—it could 
be conceivably some other department—the same difference that 
would be required on the theory that these international relations 
are desirable; therefore, a fee will go into the pool from this gov- 
ernmental agency, the Commodity Credit Corporation, which would 
balance off in the same manner as though you collected it upon the 
import entry. 

The Carman. Now, would the imported milk products be han- 
dled through the regular channels of trade? 

Mr. Norron. Yes, sir. 

The Cuatrman. The same as your own production ? 

Mr. Norton. Yes, sir. 

The Cuamman. And the only thing that would have to be done, 
then, would be to impose this tax or assessment equal to that which 
is imposed by the corporation that you propose to create here, under 
your plan? 

Mr. Norron. Yes, sir. 
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The Cuatrman. And the collections of those assessments would 
find their way into this pool that is created by the corporation ? 

Mr. Norton. That is correct, yes, sir. 

Senator Young. It is a bit complicated, Mr. Chairman, but I do not 
think much more so than the Sugar Act. That program was worked 
out very well. 

The Cuarrman. The only question that would bother me at the 
moment would be the power of this Corporation to impose assess- 
ments or taxes, you see. That is the thing. 

Senator Younc. You would have to vest that power in a Govern- 
ment agency. 

The CrarrmMan. How is that? 

Senator Young. You would probably have to vest that power in a 
Government agency, the same as the sugar program. 

The Cuamman. This would be in the nature of a Government 
agency created by Congress; would it not? 

Mr. Norron. Yes, sir. We have it detailed in the bill that the 
fee would be collected by the Internal Revenue Service through tax 
collections. 

The Cuarrman. Have you been able to estimate or figure out how 
much more or less the present duties on milk and their products would 
be than what is necessary to meet the situation that would arise if 
your plan were to go through? 

Mr. Norron. Well, we can take two situations, a definite figure 
depending on the surplus, I would guess. But let us take another situ- 
ation just for a second, where there was no surplus in this country —— 

The Cuarman. I understand that. You would not need any 
help from Congress or anybody with no surplus. I realize that. 

Mr. Norton. No. In those years, you have no import duties. 

The CHarrMan. But, let us say, last year, you probably would. 

Mr. Norton. You would need a 67-cents-per-hundredweight milk 
collection on imports of dairy products. 

The Cuarrman. That would be 67 cents per hundredweight ? 

Mr. Norton. Per hundredweight, milk equivalent. 

The Cuarrman. That is, either in cheese or in butter or any milk 
product, or the raw milk itself? 

Mr. Norron. Yes, sir. 

The Cuarrman. Now, percentagewise, what would that mean on 
the dollar value? 

Mr. Norron. That is the one I find it very hard to calculate, be- 
cause we do not know the percentage of imports coming in under a 
revised schedule. 

The Cuatrrman. All right. I will not pursue that. 

Senator Tuyr. Mr. Chairman, one question that I think we ought 
to try to get enlightenment on would be, How would you govern the 
possibility of increased production on the part of the dairy producer, 
and thereby adding to the surplus? Do you think that the price 
factor would level that off, or would you have any provision to 
control it? 

Mr. Norron. We feel this way: That a dairy farmer or any farmer 
that has, let us say, $3.15 guaranteed floor, is pretty sure he can get, is 
not going to be really out there pushing to control production, whereas 
if he is paying the difference between $3.74 and $3.15, he is going to 
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be extremely interested in controlling his production. He knows 
what it is costing him to overproduce. 

The CuatrMan. But he is not paying that, though; you would get 
it out of the consumer. 

Mr. Norton. Well, the assessment is going to come from him, is 
going to come from his milk check. 

Senator Ture. That is what I am trying to get clear, you see. How 
would you go about assessing that individual so as to make certain 
that he felt the pinch ? 

Mr. Norton, As you know from your own milk-check deductions 
for each deducted item is shown monthly. 

Senator Tuyr. I have the Twin Cities Milk Producers’ report for 
June of 1955. So I just received the milk check, and I am quite 
familiar with it, because I used to be on this board for many years, 
and therefore I have firsthand knowledge of it. 

Mr. Norton. Over on the righthand stub of your check—— 

Senator Tuy. Yes, sir. 

Mr. Norton. You see about four deductions listed. 

Senator Turn. Yes, sir. 

Mr. Norton. So deductions are not unusual to dairy farmers, they 
are a thing of long standing, and well understood. 

Senator Tuye. Of the deductions shown on the check here, one 
is for what we term the zone charge. That is the distance that you 
are out from the consuming center. ‘ 

Another is for the trucking of the product to that centralized 
market, and the next, then, may be the little incidentals, such as the 
cooperative would charge you. , 

Mr. Norton. Yes, sir. 

Senator Tuyr. Over and above these deductions, however, I am not 
experienced with any penalties. Now, would you set up a deduction 
that would be something of a penalty for overproduc tion ? 

Mr. Norron. That is what the fifth deduction would be. 

Senator Toye. That is what the fifth deduction would show ? 

Mr. Norton. Yes, sir. 

Senator Toyz. Now, to show how these things can be leveled out, 
Mr. Chairman, this Twin Cities Milk Producers’ Association report 
for the month of June, or payable in June—it is actually the May 
milk—gives us the grade A prices. We will take the Farmington 
plant. It shows $3.41. That is for 3.5 percent butterfat, and that 
is the price the producer gets. He has got a zone charge involved 
in trucking, - cetera, that will take much of that 41 cents, so that 
he is back to $: 

When you get above the base that they have established for the first 
6 months of a calendar year, that is if you are in excess of the base 
that you earned in the fall months so as to try to level off your annual 
production, you have a different price. Suppose that you were to 
produce these 600 pounds a day, and your base was 400 pounds, you 
would have 200 pounds in excess of what your consuming eens 
would nor mally receive, and therefore you get for your grade A 
only $3. You have suffered a penalty of 41 cents. This is now bring- 
ing Seal a uniform effort on the part of this group of producers, 
6,000 or more, to try to produce about a certain percent or a certain 
volume daily throughout the 12 months of the year, as well as not 
to have a peak and valley in the annual production. 
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Mr. Norton. That is right. 

Senator Ture. The farmers here have policed themselves in a 
most commendable manner to get uniform production daily through- 
out the 12 months. You are thinking in the same terms, that once 
you get an economic squeeze, the farmer gets a penalty w hen he gets 
above a certain production, and you would establish what would be 
his production; would you not? 

Mr. Norron. Well, not by individual farmers, but nationally. 

Senator Ture. You would nationally? 

Mr. Norton. Yes, sir. It would amount to the same thing. 

Senator Ture. It would have the same effect ? 

Mr. Norron. Yes, sir. 

Senator Tuyr. And if he was in excess by 6 or 7 percent he would 
get penalties imposed upon him. 

Mr. Norton. Yes, sir. 

Senator Turse. That would soon find these fellows conferring and 
saying, “Now, this is wrong. I am just simply putting myself in a 
position where I am not making any money on the feed and labor that 
I put into this herd.” 

Mr. Norron. Correct. 

Senator Toye. And that is what you have in mind? 

Mr. Norton. Absolutely; yes, sir. 

Senator Ture. It would not be categorically stated. You have a 
production goal of so many pounds, and in excess of that you get a 
penalty ? 

Mr. Norron. Correct. 

Senator Tuyr. You do not have a policing power over them; you 
just say that nationally if you produce this amount of milk, total sum, 
then you find that you are going to be assessed so many cents per 
hundred ? 

Mr. Norron. Yes. 

Senator Ture. That would just take about 1 or 2 years to pull that 
fellow in line? 

Mr. Norton. We feel that it would. 

Senator Taye. And that is what you are aiming at? 

Mr. Norton. Yes, sir. 

Senator Taye. You take last year. You had a total of 123.5 bil- 
lion pounds of milk. 

Mr. Norton. Yes. 

Senator Trrr. Now, if you had 3 billion pounds excess, it would not 
take you long, if the farmer had a penalty on that 3 billion, until you 
pulled that 3 billion off your annual production and got down to what 
your market could normally and reasonably take? 

Mr. Norron. We feel that is correct. 

Senator Tuyr. That is what you are aiming to reach ? 

Mr. Norton. Yes. 

Senator Tuyr. Excuse me, Mr. Chairman, I am sorry. 

The Cuatrman. That is all right, Senator. You are the milk ex- 
pert on this committee. All I am seeking is a little information. 

Mr. Norton. We are happy to give any information on this bill 
that we can. 

The CuatrmMan. This 67 cents that you spoke of a while ago would 
be assessed only on the surplus or his entire production ? 
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Mr. Norton. The 67 cents deduction would apply to imports only— 
last year domestic producers would have paid 37 cents on each 100 
pounds of milk that they delivered if all the board purchased had 
been a total loss. 

The CHarrMan. Well, now, you would first have to fix his quota 
of milk, would you not? 

Mr. Norton. Nationally. 

The Cuatrman. But I mean individually. 

Mr. Norron. No. You would fix the national requirement. 

The Cuatrman. When you fixed it, then, you could get a brand-new 
fellow that would come in and produce milk in abundance in contrast 
to one who has been there 50 years and give him the same opportunity ¢ 

Mr. Norton. Yes, sir, but his deduction would be the same on all 
the milk he produced. 

Senator Tuyr. Mr. Chairman, if I might interrupt at that point. 
You see, that milk herd is not like an acre of land. You can bring an 
acre of land in from grass or any other diversion, where with a dairy 
herd in order that you come in and be a milker as of this year, you have 
either got to grow a crop of calves yourself—and if you do, you pull 
el heifer calves normally, if they are out of some other milker’s 
herd. 

Mr. Norton. Or the cows themselves. 

Senator Tuyr. Yes. But if you pull the cows, you would imme- 
diately take it out of someone else’s dairy barn and assemble it in a 
unit here, you see, so that in the aggregate you are still with the same 
number of cows that you had, but you may have concentrated a herd 
from 5 or 6 sources of purchases. ” 

The CHarrMan. You mean to say that if a newcomer comes in, it 
does not increase the number of cattle? 

Senator Tuyr. That is right. 

Mr. Norton. Yes. He has got to buy them some place. 

Senator Ture. I know of an example in my own community. The 
Holdens, with 80 head of milkers, dispersed the whole herd. There 
were more than 40 that bought up that herd. They did not neces- 
sarily increase the milk production, excepting that those cows did 
not go to slaughter. They went to another dairy herd. 

Mr. Norton. Right. 

Senator Turse. And that is the difference between an acre and a 
dairy herd. You do not shift a dairy herd overnight excepting from 
one place to another. 

Mr. Norton. That is right. 

Senator Tuy. Or you may decrease by culling and shipping to the 
yards for slaughter. 

Mr. Norton. Yes, sir. 

Senator Toys. But you can divert an acre and throw it from one 
type of crop to another by a plan in a given season. 

A dairy herd takes years to build up. 

Mr. Norton. Yes. sir. 

The CHarrman. Now, what would become of the provision in the 
er law that permits marketing agreements / 

Mr. Norron. There is a provision in the bill that there is no effect 
on the Marketing Agreement Act at all. 
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The Cuarrman. In other words, all of the dairy laws that you now 
have on the statute books would remain in force? 

Mr. Norron. In full force and effect as relates to the Agricultural 
Marketing Act, yes, sir. 

The CHarrMan. Can you envision any conflict with the Board? 

Mr. Norron. No, sir. We worked with that thought in mind. All 
of the producers in our organization who do have orders have looked 
pretty carefully at that, and we see no conflict at all. 

The CuairMan,. As a matter of fact, if you boil it down as we some- 
times say to brass tacks, the power of this Board would be reduced 
almost solely to the disposition of your surplus / 

Mr. Norton. Yes, sir. 

The Cuarrman. Handling your surplus? 

Mr. Norron. You are correct. We feel that it is the expert manage- 
ment of the surplus, 

The CuarkmMan. Allright. You feel that you can do a much better 
job than the Government can ? 

Mr. Norton. For very good reasons. 

The Cuamman. And I am sure that you could. 

Mr. Norron. For very good reasons. 

The CHarrman, All right. Proceed. 

Senator THyr. Mr. es uirman, I must leave, which I regret exceed. 
ingly. Ihave read Mr. Norton’s statement, and I wish I could remain 
here to listen to Mr. Reed’s statement. I will see that both statements 
are sent to my office and they will be very carefully studied. I do 
have an 11-o’clock appointment with the Postmaster General, and 
therefore, I must leave, sir. Thank you. 

The Cuatrman. All right. 

Senator Youne. May I “ask this question: Is there opposition to this 
program by any of the dairy groups, do you know # 

Mr. Norron. Yes, Senator. I am glad you asked that question. 

I would like ever yone to understand that there are two groups in 
the dairy industry. When we: say “dairy industry,” usually we include 
everyone. The dairy industry is made up of 11 associations plus the 
general farm organizations, all of whom occasionally profess to speak 
for the dairy farmer. The National Milk Producers Federation is 
the only group that represent only dairy farmers. All other dairy 
groups represent a combination of producers and handlers, and some 
dairy groups claim that their interests in the overall dairy industry 
problems are as vital as the farmers who produced the milk. Pro- 
ducers do not, to my knowledge, attempt to regulate handler margins 
by law, and we would appreciate receiving similar consideration from 
handler groups. We find little consolation in arguing the interests 
in dairy producer problems with companies who sell as part of their 
dairy operations, imitation ice cream, oleo, filled milk, and other dairy 
substitute foods. The producer and the handler, for instance, who 
is buying the milk, are not always going to see eye to eye, and they 
are never going to see eye to eye on price, no more than you and I are 
when I am trying to sell you a tractor, therefore the handler or com- 
bination groups will not agree with us because our bill affects prices 
paid to farmers. 
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Senator Younec. Even the same wheat farmers disagree among 
themselves, and certainly there is a wide difference between the han- 
dlers and the producers. 

Mr. Norton. Certainly. 

The Cuarrman. When you say “opposition” in answer to the ques- 
tion of Senator Young, you do not mean among farmers, do you! 

Mr. Norron. There is opposition among farmers, too, the same as 
there is pposition from a farmer who believes in a cooperative and 
one who does not. That exists today. But generally the dairy farmer 
himself agrees with this program. 

Senator Young. About what percent of the dairy farmers would 
you say? I mean, in strictly dairy areas? 

Mr. Norron. Well, I can only speak for our own organization of 
about a half million dairy farm families. There was not a dissent- 
ing vote in our annual convention against this program. 

Senator Youne. In what States do you have most of your member- 
ship / 

Mr. Norton. Forty-eight? Oh, most of them. 

Senator Youna. Yes. 

Mr. Norron. New York, Minnesota, Wisconsin, lowa, Washington 
State, California, Oregon, Tennessee, North and South Carolina, 
Georgia, Texas, Michigan, Ohio, Indiana, and Ilinois. 

Senator Youna. Have any of the general farm organizations gone 
on record against it, to your knowledge ? 

Mr. Norton. I do not believe any of them have gone specifically 
on record sn this. Now, I would be pardoned for a mistake there. 
I really do ‘not know. Several hi ave’ gone on record in favor of a pro- 
gram of this type, although not endorsing specifically word for word 
this one. 

Senator Youne. It would seem to me that you have quite widespread 
support, then, among the dairy producers ? 

Mr. Norton. Yes, we do; yes, sir. 

The CHairman. What percentage of the dairy farmers are you 
speaking for now, do you think? 

Mr. Norton. We are speaking for about 25 percent of them. 

The Cuairman. Twenty-five percent! 

Mr. Norron. Yes, sir. 

The CHatrrman. Now, how about the handlers of these products, on 
the wholesale and retail? Have you got any of them with you? 

Mr. Norton. I really would not know the answer to that, Senator. 

The Cuarrman. All right. 

Mr. Norton. Under the heading of “Accelerated Brucellosis Pro- 
gram,” the National Milk Producers Federation commends the Con- 
gress on its recognition of the importance of an accelerated brucellosis 
eradication program as evidenced by the authority contained in the 
Agricultural Act of 1954. Reports from the Agricultural Research 
Service of the USDA show that Federal-State cooperation in_this 
program is increasing in effectiveness and steadily moving toward the 
goal of complete brucellosis eradication. We urge the Congress to 
extend this program authority for an additional 2 years. This exten- 
sion will assure dairy producers that Congress is going to work with 
them on this threat until it is removed. 
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SPECIAL SCHOOL MILK PROGRAM 


Last year Congress in an effort to halt the downward slide of the 
dairy producers’ income, and improve the health of the Nation’s school- 
children authorized the expenditures of up to $50 million of Com- 
modity Credit Corporation funds for each of 2 years beginning Sep- 
tember 1, 1954, and ending June 30, 1956, to increase the ‘consumption 
of fluid whole milk among schoolchildren in nonprofit schools of high 
school grade and under. 

The wisdom of this congressional action is highlighted by the degree 
of success the program reached this year in spite of a late start. 
Approximately 8 million children participated in the program and 
over 400 million additional one-half pints of milk were consumed 
by these children. This means that this new program was responsible 
not only for moving an additional 200 million pounds of milk as class I 
milk—the form for which producers receive the highest price—but 
for making this almost perfect food available to more Children at 
more times during the school day. The National Milk Producers 
Federation supported the enabling legislation for this program and 
its member associations have coope1 rated with State and local school 
officials to help make it a success. 

The Federation will continue to support this program and com- 
mends those members of Congress who have introduced bills in the 
current session which would increase the funds available for the 
program. We further believe that any effort to extend and expand 
this program and assure the dairy producers and the school officials 
of this country of its permanence deserves the support of the Congress. 

Thank you. The rest I will file for the record. 

The CuatrMan. All of the exhibits that are attached to your state- 
ment will be placed in the record at this point in your remarks. 

Mr. Norton. Yes, sir. 

(The documents referred to are as follows 7 


PARITY COMPUTATION FOR Datry Propvucts 


USDA does not compute a parity price for milk used for manufacturing pur- 
poses—only a parity price on all milk sold wholesale. 

In lieu of a parity price for milk used for manufacturing purposes, USDA 
computes a parity price equivalent. Such parity price equivalent is computed 
as follows: The parity price for all milk sold wholesale multiplied by the ratio 
between the price of all milk sold wholesale and the price of milk used for 
manufacturing purposes. 

Establishment of a parity price equivalent was made for the first time after 
the enactment of the Agricultural Act of 1949. USDA used the prices during 
the 30-month base period of July 1946—December 1948. Price of milk used for 
manufacturing purposes, $4.10 divided by price of all milk sold wholesale, 
$4.63=88.5 percent (see attached). $4.69 (parity price for all milk sold whole- 
sale) X 88.5 perecent=$4.15 (parity price equivalent). 

Later a new ratio was calculated on the base period of 1946-53: Ratio, 
84.1 percent. 

In 1955 the ratio was calculated on the base period of 1946-54: Ratio, 83.7 
percent. 

USDA can and does keep the support price constant in terms of dollars and 
cents. It shows improvement to farmers by expressing its constant support 
price level as a percent of a lower and lower parity equivalent price for manu- 
factured milk, which in turn is calculated from a ratio with a constantly 
reducing base. 
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Revised determination—Continued 
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[S. 930, 84th Cong., 1st sess.] 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Dairy 


Stabilization Act of 1955’. 
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LEGISLATIVE FINDING 


Sec. 2. Milk and dairy products are an important source of the Nation’s total 
supply of food for domestic consumption and for export. They are marketed 
on nationwide markets, and substantial quantities thereof, in raw or processed 
form, move in interstate and foreign commerce. Recurring seasonal and periodic 
surpluses and shortages, impaired purchasing power and financial instability of 
milk producers, unnecessarily high prices to consumers for essential foods, 
disorderly marketing practices, economic strife, and congestion in storage, trans- 
portation, processing, and other handling facilities adversely affect farm credit, 
disorganize and disrupt the agricultural and general economy of the United 
States, impinge on the public welfare, impair the national security, and burden 
interstate and foreign commerce. The production and marketing of milk and 
dairy products is affected with a public interest, directly affects the welfare 
and security of the Nation, and is attended with substantial and far-reaching 
consequences to interstate and foreign commerce. All marketing of milk and 
dairy products is either in the current of interstate or foreign commerce or 
directly affects such commerce. That part which enters directly into the current 
of interstate or foreign commerce cannot be effectively regulated without regu- 
lating also that part which is marketed within the State of production. The 
intrastate production and marketing of milk and dairy products is in compe- 
tition with the production and marketing of milk and dairy products for inter- 
state and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide 
an adequate, balanced, and orderly flow of milk and dairy products in inter- 
state and foreign commerce; (b) to promote the effective merchandising of 
milk and dairy products in interstate and foreign commerce; (c) to develop 
an improved, orderly, and stabilized market for milk and dairy products which 
are marketed in interstate or foreign commerce, or so as to affect such com- 
merce; (d) to protect the security and welfare of the Nation by maintaining 
adequate domestic production and suppHes of milk and dairy products and by 
keeping the national agricultural resources permanently productive and rea- 
sonably adjusted to current demand; (e) to stablize the prices of milk and dairy 
products at levels which will assure adequate supplies of milk and dairy prod- 
ucts and provide a fair return to the producers of milk and butterfat com- 
mensurate with the cost of production, taking into consideration the investment 
and risk involved, and the labor of the producer and his family; (f) to protect 
the interest of consumers by maintaining a stabilized, continuous, and adequate 
supply of milk and dairy products at fair prices and by authorizing no action 
which has for its purpose the establishment or maintenance of prices to pro- 
ducers at levels above those specified in subsection (e); and (g) to provide 
a self-financing system of price and production stabilization for milk and dairy 
products based on a stabilization fee to be paid by those marketing milk, butter- 
fat, or dairy products in interstate or foreign commerce, or so as to affect such 
commerce. 


GENERAL, DEFINITIONS 


Src. 4. For the purposes of this Act— 

(a) The terms “interstate commerce’ and “foreign commerce” include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia, or between any Territory or possession which is included within the 
operation of this Act by the action of the Board and any place outside thereof, 
or within any such Territory or possession. 

(b) The term “affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, proc- 
essing, marketing, or transportation of milk and dairy products for or in such 
commerce or after transportation therein. 

(c) The term “United States” means the several States, the Tistriet of Co- 
lumbia, and any Territory or possession of the United States wh ch the Board 
determines should be included in the operation of this Act. The term “States” 
includes any State, the District of Columbia, and any Territory or possession 
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which the Board includes within the term “United States”. The provisions of 
this Act shall apply to the United States as herein defined, except that the powers 
and authority of the Board may be exercised in other areas and in foreign coun- 
tries in connection with the disposal of milk, butterfat, and dairy products. 

(d) The term “Secretary” means the Secretary of Agriculture, “Department” 
means the Department of Agriculture, “Board” means the Federal Dairy Stabil- 
ization Board, and “Advisory Committee” means the Federal Dairy Advisory 
Committee. 

(e) The term “person” means an individual, partnership, corporation, asso- 
ciation, trust, estate, or any other business entity. 

(f) The terms “milk”, “butterfat’, and “dairy products” mean milk and 
butterfat and the products of milk and butterfat, respectively, including any 
classification, type, or grade thereof; together with such combinations and by- 
products thereof, and such products manufactured wholly or in part of both or 
either, as may be designated by the Board. 

(g) The term “marketing year” means the twelve-month period beginning 
April 1 of each year. 

(h) “Estimated supply” for any marketing year shall be (1) the estimated 
carryover at the beginning of such marketing year; plus (2) estimated pro- 
duction for market in the United States during such marketing year; plus 
(83) estimated imports into the United States, Hawaii, and Alaska during such 
marketing year, less the estimated surplus to be acquired by or charged to the 
Commodity Credit Corporation as a result of imports. Estimates for market 
ing years may be based on statistics or estimates for calendar years, or, in the 
discretion of the Board, calendar year estimates may be used in place of 
marketing year estimates. 

(i) “Carryover” shall not include the estimated surplus milk or dairy prod- 
ucts owned or controlled by or charged to the Commodity Credit Corporation, 
or to be acquired by or charged to it, under this Act before the beginning of the 
marketing year for which “carryover” is to be estimated. 

(j) “Estimated demand” for any marketing year shall be (1) the estimated 
domestic consumption during such marketing year; plus (2) estimated exports 
during such marketing year; plus (8) an allowance for carryover. In deter- 
mining estimated demand, estimated disposals of surplus milk or dairy products 
by Commodity Credit Corporation, or by the Board outside of the ordinary 
channels of domestic or foreign trade, shall be excluded. 

(k) The “allowance for carryover” shall be determined by the Board. In 
making this determination, consideration shall be given to the need for main- 
taining an adequate, dependable, and continuous supply of milk and dairy prod- 
ucts. The Board shall take into consideration any abnormal conditions present 
or likely to prevail, contingencies related to national security and world supplies, 
and trends in the production, marketing, and utilization of milk and dairy 
products. 

(1) “Milk producer” means any person engaged in the production of milk or 
butterfat for market. A milk producer to be eligible to serve as a member of the 
Board, or to yote for nominees for appointment to the Board, must be engaged 
at least ten months a year in the selling of milk or butterfat on a commercial 
basis. 

(m) “Commodity Credit Corporation” shall include the Commodity Credit 
Corporation as now hereafter constituted and any successor or other Federal 
agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


Sec. 5. There is created within the Department of Agriculture as an agency 
and instrumentality of the United States a Federal Dairy Stabilization Board 
consisting of fifteen members to be appointed by the President from nominees 
selected by milk producers. Only persons who are milk producers, or who are 
officers or full-time employees of such dairy cooperative associations or marketing 
agencies of dairy cooperative associations as meet the requirements of the Capper- 
Volstead Act (7 U. 8. C., sec. 291-292), shall be appointed to or eligible to serve 
on the Board. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into fifteen Federal dairy districts to be 
designated by the Secretary. In designating such districts, the Secretary shall 
give consideration to (1) complete geographical representation of the United 
States and (2) the importance of dairying in each district. 
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Sec. 7. Bach Federal dairy district shall be entitled to one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their district. Each milk producer shall be 
entitled to submit one name for the place on the Board to be filled by a nominee 
from his district. The three candidates receiving the highest number of votes for 
each respective place on the Board shall be the nominees for appointment to 
such place. The Secretary shall conduct all elections for the selection of nominees 
for appointment to the Board, prescribe such rules and regulations as he may 
consider necessary in the administration of the duties assigned to him under 
this Act, determine all questions involving the qualifications of nominees, members 
of the Board, or milk producers, resolve all tie votes for nominees, and certify 
all nominees to the President. The decision of the Secretary in all such matters 
shall be final. From the three nominees so selected for each place on the Board, 
the President shall appoint one to membership on the Board. In making appoint- 
ments to the Board, the President shall give due consideration to securing an 
equitable representation of the various forms in which milk and its products 
are sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two-, four-, and six-year terms, respectively, as designated by the President, 
and thereafter each member shall be appointed for a term of six years. Terms 
of Board members shall be based on calendar years and shall expire on the 31st 
day of December of the last calendar year of the appointment. Each member 
shall hold office for the term of his appointment and until his successor shall 
have been appointed and shall have taken office. Board members may be re- 
moved for cause or ineligibility by the President. Vacancies on the Board may 
be filled for the unexpired term by appointment by the President from the remain- 
ing nominees from which the original appointment was made, or in the discretion 
of the President, in the manner herein prescribed for the appointment of members 
for a regular term. Vacancies on the Board shall not impair the right of the 
remaining members to exercise all the powers of the Board. Each member of 
the Board, other than the Secretary or the Secretary’s representative, shall 
receive a per diem of $50 for each day’s attendance at meetings of the Board 
and while traveling to and from said weetings, but not to exceed a total of 
$2,500 in any one year, together with actual, necessary travel, subsistence, and 
other expenses incurred in the discharge of his official duties without regard 
to other laws with respect to allowances which may be made on account of travel 
and subsistence expenses of officers and employed personnel of the United States. 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the Board. He shall meet and confer with the Board but 
shall not be entitled to vote. 

Sec. 9. The Board shall meet quarterly on the first Mondays of January, April, 
July, and October of each year and at other times upon call of the Chairman. 
In addition, special meetings of the Board may be called at any time by a ma- 
jority of the members of the Board in office, or by the Secretary. 

Sec. 10. The Chairman of the Board shall be selected by the Board. He shall 
hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. Vacancies in the office of the Chair- 
man of the Board shall be filled for the unexpired term by the Board. 

Sec. 11. A majority of the members of the Board in office shall constitute 
a quorum, and action may be taken by a majority vote of those present at any 
regular or special meeting at which a quorum is present. The findings and de- 
terminations of the Board made under the authority of this Act shall be final 
and conelusive. The Board may adopt, alter, and use an official seal which 
shall be judicially noticed. It may adopt rules and regulations governing the 
manner in which its business may be conducted and its powers may be exercised. 

Sec. 12. The Board may sue and be sued in the same manner, in the same 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that corporation shall be applicable to suits by or against the Board. The Board 
shall be entitled to the use of the United States mails in the same manner and 
upon the same conditions as the Commodity Credit Corporation. 

Sec. 13. The Board may select an executive committee of five from smong 
its members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels or the amount of the equalization fees 
herein provided for. Members of the executive committee shall be paid their 
actual, necessary travel, subsistence, and other expenses incurred in the dis- 
charge of their official duties, without regard to other laws with respect to 
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allowances which may be made on account of travel and subsistence expenses 
of officers and employed personnel of the United States and, in addition to their 
compensation as members of the Board, may be paid a per diem in such amounts 
and for such days as the Board may prescribe. Vacancies on the executive 
committee may be filled by the Board. Vacancies on the committee shall not 
impair the right of the remaining members to exercise all the powers of the 
committee provided a quorum remains. Three members of the committee shall 
constitute a quorum. The Chairman of the Board shall be a member of the 
executive committee and its chairman, Meetings of the executive committee may 
be called by the chairman, a majority of the members of the committee in office, 
or by the Secretary. The Secretary, or an official of the Department designated 
by him, shall be an ex officio member of the executive committee. He shall meet 
and confer with the executive committee but shall not be entitled to vote. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local 
laws or rules shall not be applicable with respect to contracts or agreements 
of the Board, or the parties thereto, to the extent that such contracts or agree- 
ments provide that such laws or rules shall not be applicable, or to the extent 
that such laws or rules are inconsistent with such contracts or agreements. 

Sec. 15. The Board may, either directly or through such corporations, stabili- 
zation corporations, brokers, agents, or persons as it may designate, acquire, 
hold, store, warehouse, manufacture, process, service, package, advertise, sell 
and transport, or otherwise acquire, handle, or dispose of, milk and dairy prod 
ucts in raw or processed form, or in the form of warehouse receipts, or contracts 
to buy or sell, and may contract for plants, facilities, and services needed to ac- 
complish such purposes, 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct 
of its business. 

Sec. 17 The Board may borrow money and pledge as security any assests which 
it may have, including dairy products. It shall be entitled to borrow from 
the Commodity Credit Corporation, and the Commodity Credit Corporation is 
authorized and directed to loan to it, without security, such amounts as the 
Board may deem necessary to carry out effectively the purposes of this Act: 
Provided, however, That the total amount of all money borrowed from the Com- 
modity Credit Corporation and outstanding at any one time shail not exceed in 
the aggregate the sum of $500,000,000. The Board may borrow money from any 
other source of creit available to it upon the security of the dairy products 
acquired by it or on the security of other assets or by unsecured loans and may 
issue notes, bonds, and other obligations. Other than the authority to borrow 
from the Commodity Credit Corporation, the Board shall have no authority to 
obligate the United States, and none of its notes, bonds, or other obligations shall 
be guaranteed by or collectible from the United States. Judgments and other 
claims against the Board shall be enforced only against the assets of the Board 
in the same manner as if it were a corporation, and no liability for the debts or 
actions of the Board shall exist against either the United States or any mem- 
ber, officer, employee, or agent of the Board in his individual capacity. 

Sec. 18. The Board shall determine the character of and the necessity for 
its obligations and expenditures and the manner in which they shall be incurred, 
allowed, and paid, It may make final and conclusive settlement and adjustment 
of any cluims by or against the Board or of the accounts of its officers, employees, 
agents and contractors. 

Sec. 19. The Board may make such loans and advances of its funds as are 
necessary in the conduct of its business. 

Sec. 20. The Board shall have such other powers as may be necessary or 
appropriate for the exercise of the powers vested in it and the effective perform- 
ance of the duties imposed on it by this Act. 

Sec. 21. The Board shall pay interest to the Commodity Credit Corporation 
on all money owed to that Corporation at such rates as may be determined by the 
Secretary of the Treasury; to represent the cost of money to the Government, 
taking into consideration the terms for which such amounts are loaned to the 
Board. 

Sec. 22. The Board is authorized to use in its business all funds or other assets 
in its possession, including net earnings and borrowed money. 

Sec, 23. The Board may appoint such committees, officers, and employees as 
it may deem necessary for the conduct of its business, fix the amount of and pay 
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their compensation, define their authority and duties, and delegate to them, or 
to such corporations, stabilization corporations, brokers, agents, or persons with 
whom it may contract, such of the powers vested in the Board as it may deter- 
mine, except the power to determine price stabilization levels or the amount 
of the equalization fees herein provided for. All such committees, officers, and 
employees, including the executive committee, shall be subject to the general 
supervision and control of the Board. It may require and pay for bonds for 
employees, officers, or contractors. None of the officers, members, or employees 
of the Board shall be subject to the Federal laws and regulations relating to the 
employment, compensation, classification, discharge, or leave, travel, and sub- 
sistence allowances, of Government employees, except such regulations relating 
thereto as may be prescribed by the Board. Subsequent amendments of such 
laws or regulations shall not affect this exemption, unless such amendments 
shall specifically so provide. 

Sec, 24. The Board may, with the consent of the agency concerned, accept and 
utilize, on a compensated or uncompensated basis, the officers, employees, services, 
facilities, and information of any agency of the United States or of any State or of 
any political subdivision of any of the foregoing. 

Sec. 25. The Board may, in the conduct of its business, utilize on a eontract or 
fee basis any corporation, stabilization corporation, association, agency, person, 
commodity exchange, broker, or trade facility. 

Sec. 26. The Board shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete report 
of the business of the Board, a copy of which shall be submitted to Congress. 


FEDERAL DAIRY ADVISORY COMMITTEI 


Sec, 27. The Secretary is authorized and directed to appoint a Federal Dairy 
Advisory Committee of twelve members which shall confer with and advise the 
Board and the executive committee of the Board concerning the dairy stabilization 
programs herein authorized. 

Sec. 28. In making appointments to the Advisory Committee the Secretary shall 
give equitable recognition to (1) representatives of manufacturers, processors, 
handlers, and distributors of milk and’dairy products; (2) representatives of 


consumers; (3) representatives of other agricultural commodities or programs 
that may be affected by the operation of the dairy stabilization program; (4) 
representatives of foreign nations that may be affected by the policies and opera- 
tions of the Board relating to imports and exports of milk and dairy products; 
and (5) representatives of other interests which the Secretary determines are 
directly concerned with the operation of this Act. 

Sec. 29. Membership on the Advisory Committee shall be for a term of three 
calendar years, expiring on December 31 of the last year of the appointment. 
Each member shall hold office for the term of his appointment and until his suc- 
cessor shall have been appointed and shall have taken office. Members of the 
Advisory Committee may be removed by the Secretary with or without cause. 
Vacancies may be filled by the Secretary for unexpired terms. Vacancies on the 
Advisory Committee shall not affect the right of the remaining members to meet 
and act. Original appointments shall be equally divided between one-, two,- and 
three-year terms, as designated by the Secretary. The Secretary, or an official of 
the Department designated by him, shall be an ex officio member of the Advisory 
Committee. He shall meet and confer with the Committee but shall not be 
entitled to vote. 

Sec. 30. The Advisory Committee shall meet annually on the first Monday in 
January, and at other times upon call of the Chairman. In addition, special meet- 
ings of the Advisory Committee may be called at any time by a majority of the 
members of the Committee in office or by the Secretary. 

Sec. 31. The Chairman of the Advisory Committee shall be selected annually 
by the Committee. A majority of the members of the Committee in office shall 
constitute a quorum, and action may be taken by a majority vote of those present 
at any meeting at which a quorum is present. 

Sec. 32. The Advisory Committee may select an executive committee of five 
from among its members. The executive committee shall meet on the first Mon- 
days of April, July, and October of each year, unless the Advisory Committee shall 
be in session on those dates. It may meet at other times wpon call of the Chair- 
man, a majority of its members in office, or the Secretary. Three members of 
the executive committee shall constitute a quorum. The Chairman of the Ad- 
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visory Committee shall be a member of the executive committee and its chairman. 
The Secretary, or an official of the Department designated by him, shall be an 
ex officio member of the executive committee. He shall meet and confer with the 
executive committee but shall not be entitled to vote. 

Sec. 33. Members of the Advisory Committee, including its Chairman and 
executive committee, shall not be entitled to compensation, expenses, per diem, or 
travel, subsistence, or other allowances from the funds of the Board. 


PRICE SUPPORT 

Sec. 34. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and 
the extent to which such operations are carried out, shall be determined by the 
Board. 

SEc. 35. Stabilized prices to producers for milk and and butterfat shall be 
provided by the Board at levels to be established and announced annually by 
the Board. In determining stabilization price levels, the amount of the stabiliza- 
tion fees, and the prices at which various dairy products will be bought or sold, 
in any marketing year, the Board shall take into consideration (1) the declared 
policy of this Act, (2) the nutritional value of milk and dairy products and the 
importance of such essential foods to the health and general welfare of the 
Nation and to the national defense, (3) the estimated supply of milk and dairy 
products for such marketing year, (4) the estimated demand for milk and dairy 
products for such marketing year, (5) the price support level for feed crops 
which affect the cost of milk production, (6) the estimated costs of producing, 
processing, and marketing milk and dairy products, (7) the relationship which 
the prices of milk and dairy products bears to prices for other foods and to 
hourly returns for labor, (8) the hourly returns for the labor of dairy farmers 
and their families, (9) estimated returns to farmers from alternative crops and 
commodities, (10) the general economic condition of dairy farmers and the effect 
of such condition upon the economy of rural communities and of the Nation as 
a whole, (11) the need for maintaining a reasonable relationship between the 
prices that farmers receive and the cost of the things that farmers buy, and 
(12) other economie conditions which affect the market supply and demand 
for milk and dairy products. In making such determinations, the Board may 
hold such public hearings with notice and utilize such studies as it considers 
necessary to effectuate the purposes of this Act. The stabilization levels shall 
be established as of the beginning of the marketing year and shall be on an 
annual basis. They shall be announced as far in advance of the marketing year 
as is practicable. The stabilization levels so announced by the Board shall not 
thereafter be varied before the close of the marketing year for which they are 
applicable; except that in emergency cases, after a public hearing of which 
reasonable notice has been given, the Board may redetermine the stabilization 
levels if it finds that conditions have materially changed since the announce- 
ment was made. A reasonable time, taking into consideration the character of 
the emergency, shall be allowed by the Board before any redetermined stabiliza- 
tion levels are made effective. The Board’s finding and the record of the 
hearing shall be available to the public. 

Sec. 36. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for different products and for differences in grade, 
type, quality, location, season, and other factors. 

Sec. 37. In order to stabilize prices for milk and dairy products, the Board 
is authorized and directed to establish and maintain a surplus holding pool. 
The Board shall remove from the ordinary and usual channels of domestic 
consumption all dairy products which cannot be absorbed in such channels at 
the prevailing stabilization price levels by standing ready and willing at all 
times to purchase domestically produced butter, cheddar cheese, and nonfat 
dry milk solids, together with such milk and butterfat and such other dairy 
products or byproducts as the Board may by order designate. Such purchases 
shall be at price levels which the Board determines will return to producers 
on a general average basis the prevailing stabilization levels for milk and 
butterfat. Appropriate adjustments and differentials may be made between 
terminal markets, and between such terminal markets and country locations. 
The Board shall give due consideration to historical and established differentials 
in determining such adjustments and differentials. Purchases may be made 
either in terminal markets or at country locations, or both, with appropriate 
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adjustments and differentials as above provided. The Board may prescribe 
the terms and conditions under which it will make such purchases. The specific 
purchases to be made and the types and grades to be purchased shall be in the 
discretion of the Board. The Board may take physical possession of any milk 
or any dairy products acquired by it or operate through the use of contracts 
or warehouse receipts in its discretion. It may operate on the commodity 
exchanges to whatever extent it deems appropriate. It may make its purchases 
and sales and perform its other functions through its own staff or through such 
committees, corporations, stabilization corporations, agents, brokers, or persons 
as it may designate. 

Sec. 38. The Board may sell any milk or any dairy product owned or controlled 
by it at any price not prohibited by this section. In determining sales policies 
for any milk or any dairy product intended for use in the ordinary and usual 
channels of domestic consumption, the Board shall give consideration to the 
establishing of such policies with respect to prices, terms, and conditions as 
it determines will not discourage or deter manufacturers, processors, and dealers 
from acquiring and carrying normal inventories of such commodities. The Board 
shall not sell any milk or any dairy product for use in the ordinary and usual 
channels of domestic consumption at less than the current stabilization price 
therefor. The foregoing restriction shall not apply to (a) sales to prevent 
deterioration or spoilage, (b) sales for the purpose of establishing claims against 
any person for wrongful act or violation of contract, (c) sales for export, (d) 
sales for use in connection with special promotional programs to increase con- 
sumption, (e) sales for secondary or byproduct uses, and (f) such other sales as 
the Board finds and determines will not interfere with the purposes of this Act. 
The Board may in its discretion give away, or sell at reduced prices, any milk 
or any dairy product in its possession or under its control where the use to be 
made of it is not in the ordinary and usual channels of domestic consumption, 
including sales or gifts to the armed services, for school lunches, to charitable 
institutions, to governmental agencies or institutions, to educational or research 
institutions, for domestic relief, for foreign relief, for export, and to such other 
agencies or for such other purposes as the Board determines will not interfere 
with the purposes of this Act. , 

Sec. 39. The Federal Government and the various agencies and instrumen- 
talities thereof, in connection with programs sponsored by the Government or 
supported in whole or in part by Government funds which call for the distri- 
bution of milk or dairy products, shall give due consideration to obtaining such 
products from the surplus holding pool. 

Sec, 40. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products and to conduct, finance, and cooperate in 
programs of advertising, research, and other marketing activities. 

Sec, 41. The operations of the Board in connection with acquiring, holding, 
storing, manufacturing, processing, advertising, handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial chan- 
nels, and due consideration shall be given by the Board to dislocating or dis- 
rupting as little as possible, consistent with the purposes of this Act, the usual 
and customary channels of trade. Nothing herein contained shall prevent the 
Board from conducting such operations itself or through a corporation, stabiliza- 
tion corporation, broker, agency, or person, 

Sec. 42. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels 
of domestic trade by the Commodity Credit Corporation or any other Federal 
agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity 
Credit Corporation on the effective date of this Act or subsequently acquired by 
it under this Act. 

Sec. 43. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into the 
United States, Hawaii, or Alaska from any foreign country, the Board shall be 
entitled to turn over to the Commodity Credit Corporation for disposal as surplus 
in accordance with the provisions of this Act an amount of such surplus dairy 
products which shall not exceed the equivalent of the total amount of such 
imports, as determined by the Board, or, with the consent of the Commodity 
Credit Corporation, the Board may dispose of such surplus dairy products for the 
account of the Commodity Credit Corporation. All loss sustained by the Board 
in removing from the domestic market surplus milk and dairy products in an 
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amount equivalent to such imports shall be repaid to the Board by Commodity 
Credit Corporation. The Board may exclude from the operation of this section 
any dairy products which it determines are not competitive with domestically 
produced milk, butterfat, or dairy products, 

Sec. 44. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop or 
commodity, including livestock, the production of which is controlled or regu- 
lated under any Federal agricultural program, the Board shall be entitled to 
turn over to the Coiniuodity Credit Corporation for disposal as surplus in aceord- 
ance with the provisions of this Act an amount of such surplus dairy products 
which shall not exceed the equivalent of the total amount of such inereased milk 
production, as determined by the Secretary, or, with the consent of the Com- 
modity Credit Corporation, the Board may dispose of such surplus for the account 
of the Commodity Credit Corporation. All loss sustained by the Board in re- 
moving from the market surplus milk and dairy products in an amount equivalent 
to the volume of such increased production due to diversion shall be repaid to the 
Board by Commodity Credit Corporation. Such losses shall be charged by 
Commodity Credit Corporation to the price-support programs of the crops from 
which such diversion occurred. 


REVIEW BY THE SECRETARY 


Sec. 45. The operations of the Board shall be subject to the supervision and 
control of the Secretary to the following extent and in the following manner. 
Whenever the Secretary shall certify that there is reason to believe the opera- 
tions of the Board have resulted or will result in prices to producers for milk or 
butterfat or both which are unreasonably high when considered in connection 
with the purposes and objectives of this Act, he shall cause a hearing to be held 
within the Department for the purpose of determining such fact. Reasonable 
notice of such hearing shall be given, and all interested parties shall be given an 
opportunity to appear and present evidence, statements, and arguments relevant 
and material to the issues involved, all of which shall be made a part of the 
record of the hearing. The Secretary may prescribe rules and regulations 
governing such hearings. 

Sec. 46. If, on the basis of the record of such hearing, the Secretary determines 
that the operations of the Board have resulted or will result in prices to producers 
that are unreasonably high, when considered in connection with the purposes and 
objectives of this Act, he shall by order prescribe the stabilization price levels 
which he determines would not be subject to such objection together with the 
measures which he recommends for the action of the Board. 

Sec. 47. If the Board shall fail or refuse within a reasonable time to take the 
action recommended by the Secretary, or to take other equally effective action 
to bring the stabilization price levels in line with the levels recommended, the 
Secretary may petition the United States Court of Appeals for the District of 
Columbia Circuit for a decree directing the members of the Board to take action 
or to cease and desist from the taking of certain actions as the case may be. The 
court shall have jurisdiction to enter a decree affirming, modifying, or setting 
aside the order of the Secretary, or to enter such other decree as the court may 
deem equitable. The orders of the court may be enforced by contempt proceed- 
ings. Any order issued by the Secretary as above provided may be appealed by 
the Board to the said court and shall thereupon be subject to review by the court. 


STABILIZATION FEE 


Sec. 48. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or so as 
to affect such commerce, as herein provided for, shall be paid by milk producers 
and importers marketing milk, butterfat or dairy products in such commerce, or 
so as to affect such commerce, in proportion to the milk, butterfat, and dairy 
products so marketed by them. Stabilization fees in amounts sufficient to cover 
such costs, as determined by the Board in accordance with the estimated require- 
ments of the program for each marketing year, are hereby assessed against and 
shall be collected from each producer and importer who sells milk, butterfat, or 
dairy products in interstate or foreign commerce or so as to affect such com- 
merce. The stabilization fees shall be established on an annual, marketing year 
basis. They shall be announced by the Board as far in advance of the beginning 
of the marketing year as is practical. The fees so announced shall not thereafter 
be varied before the close of the marketing year for which they are applicable, 
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except that in emergency cases the Board may redetermine such stabilization fees 
in the same manner that stabilization price levels may be redetermined in emer- 
gency cases. Every person purchasing milk, butterfat, or dairy products from 
a producer (except purchases by consumers for other than commercial uses), 
shall withhold from the purchase price an amount equal to the stabilization fees 
herein provided for and shall remit the same to the Commissioner of the Internal 
Revenue Service. For the purposes of this section, milk, butterfat, or dairy prod- 
ucts delivered by a producer to a cooperative association of producers shall be sub- 
ject to the stabilization fees upon such delivery. Returns shall be filed and 
remittances made monthly by such purchasers in accordance with rules pre- 
scribed by the Commissioner. 

Sec. 49. Producers holding licenses or permits issued by Federal, State, or local 
agencies authorizing them to sell milk, butterfat, or dairy products directly to 
‘onsumers shall file returns and pay the stabilization fees on all sales made by 
them to consumers for other than commercial uses. 

Sec. 50. The Internal Revenue Service shall collect the stabilization fees pro- 
vided for herein, and the Commissioner shall preseribe such rules and regula- 
tions aS may be necessary to accomplish that purpose. 

Sec. 51. The collection of the stabilization fees herein provided shall be en- 
forced in the same manner that the collection of the taxes on employees under the 
Federal Insurance Contributions Act is enforced, and the remedies, penalties, 
and punishments provided by law or regulation for enforcement of such employee 
taxes shall, insofar as applicable and not inconsistent with the provisions of this 
Act, be applicable to the collection and enforcement of the stabilization fees. 

Sec. 52. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1956, an amount equal to the stabilization fees collected 
under the provisions of this Act. Such sums shall be maintained in a separate 
fund and shall be used by the Board only to accomplish the purposes and policies 
of this Act and for the administrative expenses of the Board. The sums appro- 
priated under this section shall, notwithstanding the provisions of any other law, 
continue to remain available for the purposes of this Act until expended. All 
sums collected by the Internal Revenue Service under the provisions of this Act 
shall be credited as received to a specialyaccount without fiscal year limitation set 
up for the use of the Board. Such funds, including any other funds of the Board, 
borrowed or otherwise, which may be in any such special account, shall be avail- 
able for use by the Board in carrying out the purposes and policies of this Act and 
for the administrative expenses of the Board. The Board may expend such funds 
for such purposes, at such times, in such manner, and in such amounts, consistent 
with the provisions of this Act, as the Board finds will effectuate the purposes of 
this Act. 

Sec. 53. The Secretary of the Treasury is authorized and directed upon request 
of the Board to establish one or more special accounts without fiscal year limi- 
tation for the use of the Board. 

Seo. 54. All imports of milk, butterfat, and dairy products shall be subject to 
the eolleetion of stabilization fees at the same rates as those collected from do- 

nestic producers. The Secretary of the Treasury shall collect the stabilization 
fees on imports at the time of importation. The laws and regulations applicable 
to the import tax on sugar imposed by seetion 4501 (b) of the Internal Revenue 
Code of 1954 shall, insofar as applicable and not inconsistent with this Act, be 
applicable to the collection of the stabilization fees on imports. All funds so 
collected shall be credited as received to the special account of the Board. Rules 
and regulations governing the collection and payment of such fees shall be pre- 
scribed by the Secretary of the Treasury. 


MISCELLANEOUS 


Sec. 55. The latest available statistics of the Federal Government shall be 

-ed in making the findings and determinations required to be made under this 
Act. Such statistics and other informaton of the Federal Government, its De- 
partments and agencies, as may be necessary or appropriate to enable the Board 
to carry out effectively the purposes of this Act shall be made available to the 
Board. 

Sec. 56. Office space for the central office of the Board shali be provided by the 
Department of Agriculture. 

Src. 57. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, Eighty-first Congress): section 3709 of the Re- 
vised Statutes (41 U. S. C., sec. 5), as amended; the Walsh-Healey Publie Con- 
tracts Act (41 U. S. C., secs. 35-45) ; section 3741 of the Revised Statutes (41 
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U. 8. C., see. 22) ; and secions 431 and 482 of title 18 of the United States Code 
(18 U.S. C., sees. 431, 482) shall not be applicable to contracts, purchases, sales, 
or payments made under this Act. 

Sec. 58. If any provison of this Act or the application thereof to any person, 
circumstance, commodity, or product is held invalid, the validity of the remainder 
of this Act and the application thereof to other persons, circumstances, commod- 
ities, or products, shall not be affected thereby. 

Sec. 59, All milk and dairy products held by or for the Federal Dairy Stabili- 
zation Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, 
State, and local property taxes, except that real estate owned by the Board shall 
be subject to nondiscriminatory State and local real estate taxes. The income, 
obligations, contracts, and transactions of the Board, including purchases and 
sales made by or for the Board, shall be exempt from all Federal, State, and local 
taxes, licenses, and fees. All activities, contracts, transactions, and operations 
of the Board, its members, executive committee, officers, employees, and agents 
which are authorized by this Act shall be exempt from Federal and State anti- 
trust laws. 

Sec. 60. No member of the Board or of the Advisory Committee, nor any other 
person employed or acting in any official capacity in the administration of this 
Act, shall speculate, directly or indirectly, in milk, butterfat, or dairy products, 
or in contracts relating thereto, nor shall any such person accept or receive any 
benefit or gain from any such speculation by others or own or have any bene- 
ficial interest in any stock or other membership interest in any organization 
engaged in any such speculation. Normal business operations connected with 
the production, manufacturing, storing, and effective merchandising of milk and 
dairy products, whether hedged or not, shall not be considered speculative within 
the meaning of this section. No member of the Board or of the Advisory Com- 
mittee, nor any other person directly or indirectly connected with the Board or 
its activities or who shall have access to the files or information of the Board, 
shall divulge any information concerning the Board or its activities, which the 
Board shall have classified as confidential. Any person violating the provi- 
sions of this section shall upon conviction thereof be fined not more than $10,000 
or imprisoned not more than one year, or both, 

Seo. 61. The general penal statutes relating to crimes and offenses against 
the United States, its property, contracts, employees, and operations shall apply 
with respect to the Board, its property, contracts, employees, and operations to 
the extent that such application is not inconsistent with the provisions of this 
Act. 

Sec. 62. The price-support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products shal! 
be suspended April 1, 1956, and shall continue to be suspended during the entire 
period that stabilization operations are carried on by the Board under the au- 
thority of this Act. 

Sec. 63. The stabilization operations of the Board and the collection of stabili- 
zation fees shall begin April 1, 1956. 


A Setr-Hetp ProGRaAM For STABILIZING Dairy PropuUct PRICES 


The self-help program herein described is a means for stabilizing dairy product 
prices and handling surpluses on a self-financing basis. It proposes that dairy 
farmers themselves regulate their production to provide adequate supplies of 
milk and dairy foods, and that they assume the losses—if any—which may be 
involved in the disposal of seasonal or occasional annual surpluses, 

It would require the enactment by Congress of enabling legislation. In brief, 
the plan would involve: 

1. Creation of a Dairy Stabilization Board of 15 members to be appointed by 
the President from nominees selected by milk producers. 

2. Establishing price-support levels at which the Board would purchase sur- 
plus dairy products not disposable in the regular channels of trade at the support 
level. 

3. Levying of assessments, set by the Board, on all milk or butterfat sold by 
individual farmers in commercial channels—the amount so acquired to be used 
to cover losses on surplus handling, to pay costs of administering the program, 
and for research and participation in the advertising and promoting of dairy 
products. 
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LEVEL OF STABILIZATION ; ASSESSMENTS 


The level of price stabilization would be determined by the Board prior to each 
marketing year. This would be set at figures to assure ample milk supplies, and 
with due consideration to general economic conditions affecting market supply 
and demand. Each year the Board also would establish a stabilization fee to 
cover operation costs and anticipated losses—in accordance with the estimated 
requirements of the program for the ensuing marketing year. 

The Board would have broad powers to acquire and dispose of dairy-product 
inventories, but could not sell them on the domestic market at less than the sup- 
port figures. No such restriction would apply to sales or gifts for other pur- 
poses—such as for export, the school-lunch program, or relief, or sales to prevent 
deterioration or spoilage. If such dispositions involved a loss, it would be cov- 
ered by the stabilization fee. Thus the dairy farmers would pay the cost of 
their own surplus disposal. 

They would not, however, bear the cost of handling surpluses arising from 
dairy-product imports, or from acres diverted to dairy production as a result of 
Government crop-control programs. 


NO RESTRICTIONS ON IMPORTS; ACREAGE ALLOTMENTS 


As for dairy imports, they would in no way be restricted by the proposed bill. 
Government policymaking bodies would retain complete freedom in matters of 
international trade relationships. However, American dairy farmers cannot 
properly be held accountable for surpluses which might result from foreign im- 
ports. Therefore, during the occurrence of surpluses arising in domestic produc- 
tion, the Government would be required to acquire from the Dairy Stabilization 
Board, and pay for a volume of manufactured dairy products equivalent to the 
volume of imports. Such Government stocks could not be disposed of in the 
ordinary channels of trade. 

The proposed bill would not interfere with Government programs for the con- 
trol of other crops. But in any marketing year in which dairy surpluses occur, 
and in which Federal acreage allotment programs result in a diversion to milk 
production, the Government would acqu?re for disposal in other than the ordinary 


channels of trade a volume of dairy products equivalent to the increased pro- 
duction attributable to the diverted acres. 

These two provisions would not differ in their effect from what would cur- 
rently happen under the Government support program for dairy products. 


BENEFITS TO CONSUMERS AND PRODUCERS 


The self-help stabilization program is believed by its sponsors to hold forth 
several distinct advantages both for the consumers and for the producers of 
dairy products. For the consumers it would mean: 

1. Freedom from the tax burden involved in Government price supports of 
dairy products, 

2. Assurance of adequate milk and dairy product supplies. 

3. Protection from unduly high prices. Unduly high prices can result from an 
unwarranted shrinkage of the dairy industry which, in turn, would result from 
inadequate support levels—a vicious circle in which the producers and consumers 
both would suffer. 

For the dairy farmer the self-help stabilization program would give: 

1. Assurance of year-round stabilized prices without dependence on Govern- 
ment price supports. 

2. Protection from the effect of surpluses resulting from imports, or from 
acreage allotment programs. 

8. The benefits of research, advertising, and promotion in the creation of new 
and expanded outlets. 

4. A friendly consumer relationship because of a demonstrated willingness 
to cut free from Government dependence, 


GAINS TO PRODUCERS UNDER THE PROGRAM 


Would dairy farmers receive a higher or lower net price under a self-help 
program than under a Government support program? The answer depends pri- 
marily on three factors: 

1, The relative level of supports under the two types of programs. 

2. The proportion of total milk production that would need to be purchased, 

8. The percentage of loss that is taken on surplus purchases. 
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Taking 1954 as an example, the Bureau of Agricultural Economics now esti- 
mates that milk production will exceed consumption by 6 billion pounds. It fur- 
ther points out that the level of dairy prices for 1954 will be determined in large 
measure by the level at which prices are supported in the year beginning April 1. 
With these estimates as a background—and assuming that the equivalent of 104 
billion pounds of milk will be marketed from farms in 1954—we have a basis for 
comparing net returns to farmers under a self-help program as against those 
under Government supports. 

Assuming that producer average weighted prices would be equivalent to the 
support level, the following figures show the producer average weighted market 
prices for all milk sold from farms, with supports at varying percentages of 
parity. 

Producer 
average price, 
Percent of parity support: January 1954 
75 ebb ’ Be a call st $3. 14 
003.8 4% i : pLD ie Ltr b. | a ahs .35 


85 as a 7 od Lie ye 3. 56 


vO a iden baie i alata clad site y ae 
L100 . 4 . : poe .19 


These average weighted market prices range from $3.14 per hundred pounds 
with supports at 75 percent of parity to $4.19 with supports of 100 percent of 
parity. 


ASSESSMENTS TO OFFSET LOSSES 


Under the self-help program it would be necessary to make the assessments to 
offset losses on purchases as follows: 


Self-help producer assessments per hundredweight of milk 


[Cents per hundredweight of milk] 


With losses on purchases of 
| | | 
25 percent | 50 percent | 75 percent | 100 percent 


Level of support as percent of parity 
00 } 13.3 | 20.0 | 


100 8.8 17.0 25. 4 | 


These calculations are arrived at by using $4.62 and $5.04 as the purchase cost of 100 pounds of miik 
ivalent at 90 and 100 percent of parity, respectively These prices are based on January 1954 parity for 
ifacturing milk and allowing $0.85 per hundredweight for processing. 


For example, with supports at 90 percent, assessments would range from 
6.7 cents per 100 pounds of milk at an estimated 25 percent loss on purchases, 
to 26.6 cents per hundredweight if losses were to be figured at 100 percent. 

Similarly, if supports were at 100 percent of parity, assessments might range 
from 8.5 to 33.9 cents per 100 pounds of milk equivalent, depending on the antici- 
pated percentage of loss on purchases, Under a self-help program these assess- 
ments would have to be deducted from the “producer average prices’ shown 
above to obtain farmers’ net prices. 


Net price to producer under different programs 


} 
Govern- Self-help program with loss on purchase of— 
, ; ment 
support (percent of parity) support : EE oe a. _— 


program | 25 pereent | 50 percent | 75 percent | 100 percent 


$3. 36 

3. 58 

3. 81 

4. 03 $3. 90 | 
4.48 | 
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The producers’ gain or loss in cents per hundredweight under self-help sup- 
ports at 90 and 100 percent of parity, compared to Government supports of 
75 to 90 percent of parity, are as follows. The conditions assumed are as of 
1954. 


Gain or loss to producers under self-help program 


[Dollars per hundredweight} 


Self-help at 90 percent of parity with Self-help at 100 percent of parit; 


Government sup- loss on purchase of sons OF PUTCHAM 
port (percent of 
parity 25 per- 50 per- 75 per- 100 per- 


cent cent cent cent 


$0. 603 $0. 537 $0. 470 $1. 035 $0. 950 $0. 866 
383 317 . 250 | 815 730 646 


153 020 58: 500 116 
067 - 33 200 36” 280 196 


It will be seen that if self-help and Government supports are both at 90 percent 
of parity, producers would lose from 6.7 to 26.6 cents per hundred pounds under 
a self-help program, depending on the losses involved in disposing of the pur- 
chases. If both programs supported at 85 percent of parity, and losses under 
self-help were 100 percent, producers would lose 4.6 cents per hundredweight. 
If all other comparisons shown the self-help program would be most profitable. 

It is obvious that if the producers maintain supports at their expense at the 
same level that Government maintains supports at the taxpayers’ expense, 
farmers would get more money under the Government program. 

But with the assumed volume of purchases, and Government supports at 75 
percent of parity and self-help at 90 percent of parity, the producer would net 
from 40.4 to 60.3 cents more per hundredweight under self-help, depending on 
the rate of loss on purchases. With Government supports at 75 percent of parity 
and self-help at 100 percent, the dairy farmerWwould gain 78.1 cents to $1.035 per 
hundredweight under the self-help progranf’ The 78.1 cents gain would be the 
figure if the losses on purchases were 100 percent—if the stabilization board did 
not realize anything for the products which it had purchased. 

In terms of total net income to dairy farmers, even with 100 percent losses on 
purchases, self-help and Government support programs might compare as fol- 
lows, under the assumed surplus conditions: 


EFFECT ON TOTAL NET INCOME OF DAIRY FABMERS 


As to total net income to dairy farmers, the amount at the 90 percent of parity 
level—after self-help assessments had been deducted to cover a 100 percent 
loss—would be $3.915 billion. Under Government support it would be $4,191 
billion. Comparing the two programs at the 90 percent level, the self-help pro- 
gram would cost the dairy farmer $276 million—or 26.6 cents per hundredweight 
of milk. 

If the Secretary of Agriculture put the support level at 85 percent of parity, the 
self-help program at 90 percent of parity would net a greater return than the 
Government program. Under a self-help program at 90 percent, after assess- 
ments on 75 percent losses, dairymen’s income would be $3,983 billion. Under 
Government at 85 percent, it would be $3,962 billion. This would give dairy- 
men $21 million more under self-help, or 2 cents more per hundredweight of milk. 

Carrying it further, self-help at 90 percent, with 100 percent losses in each in- 
stance, would return dairymen $191.4 million more than Government at 80 per- 
cent, or 18.4 cents more per hundredweight of milk. Self-help at 90 percent 
against Government at 75 percent, would give a difference in favor of self-help 
of $420.1 million, or 40.4 cents per hundredweight for milk. Self-help at 100 
percent, as compared to Government at 90 percent would give self-help an ad- 
vantage of $84.2 million, or 8.1 cents per hundredweight for milk. Finally, 
self-help at 100 percent would favor the farmer by $812.2 million, or 78.1 cents 
per hundred more than Government at 75 percent of parity. (See chart on next 
page.) 
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SOME POINTS OF EMPHASIS 


1. The provision under the self-help program that the Government assume 
responsibility for surpluses due to imports and diverted acreage is not a de- 
parture from the principle of the present support program. Under the present 
program the Government is obligated to buy any quantity of dairy products from 
any source that has the effect of pushing market prices below support levels. 

2. Estimates of producer assessments herein made are based on the Gov- 
ernment’s estimate of a surplus of 6 billion pounds of milk. It is assumed that 
there would be little variation in this quantity of surplus in the limits of support 
levels considered in our tables. 

Should the actual surplus chargeable to producers vary from 6 billion pounds, 
the amount of assessments would be expected to vary up or down accordingly. 

3. No claim is made that producers would enjoy a higher price under a self- 
help program than under Government supports if supports are at the same level 
under both programs. The advantages of the self-help program would be ap- 
parent when the self-help support level is somewhat higher than that which would 
have been established under a Government support program. 

t. The Dairy Stabilization Board would have broad powers to dispose of 
dairy product inventories. For example it might prove feasible to set up, in 
deficit milk-producing countries, self-financing plants for the reconstitution of 
milk power. Although the major phases of the program would become inop- 
erative in the event of milk shortages, the mechanism would continue to be valu- 
able as a standby recourse when seasonal or other surpluses came into the picture, 
and for research and advertising. 


The CuatrmMan. All right, sir. 

At this point in the record, I ask leave to place a letter from the 
Dairy Industry Committee dated June 23, 1955, addressed to me. I 
am not going to take the time to read it, but it is in regard to price 
supports. 

(The letter referred to is ag follows :) 


THe Datry INDUSTRY COMMITTEF, 
Washington 6, D. C., June 23, 1955. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, Washington 25, D. C. 

DEAR SENATOR ELLENDER: The Dairy Industry Committee is composed of official 
representatives of the following national dairy associations, whose members are 
engaged in the processing, manufacturing, and distributing of milk and dairy 
products: American Butter Institute, National Cheese Institute, National Cream- 
eries Association, American Dry Milk Institute, Evaporated Milk Association, 
International Association of Ice Cream Manufacturers, Milk Industry Foundation. 

Our interests in the overall dairy industry problems are as vital as the farmers 
who produce the milk. 

Currently, your committee is holding hearings on various phases of the agri- 
cultural problem. 

We wish to set forth some observations relative to the current dairy situation 
for consideration by your committee. 

For the past two years, we have been greatly concerned by the excess stocks 
of dairy products held by the Commodity Credit Corporation which were pur- 
chased under the price-support program. The existence of these excess stocks 
has tended to keep the markets for dairy products in a state of apprehension. 
The high prices have tended to decrease consumption. 

On April 1, 1954, the support prices for dairy products were reduced from 90 
percent to 75 percent of parity by the Secretary of Agriculture and prices have 
become stabilized at a lower level. This stabilization of the price level together 
with greatly expanded merchandising efforts by all segments of the industry has 
stimulated buying by the consumer. The result has been that butter consump- 
tion has increased about 9 percent per capita, cheese about 14 percent, and fluid 
milk substantially. The purchases of butter in May 1955 by the CCC were 
30,660,118 pounds as compared with 44,136,410 pounds in May 1954. Cheese 
purchases in May 1955 were 13,938,164 pounds compared with 21,851,878 pounds 
in May 1954. 
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During the past year the CCC stocks of dairy products have been reduced very 
substantially due to the various programs in operation, such as the school lunch 
program, foreign and domestic relief, increased usage by the Armed Forces and 
veterans’ hospitals. 

Our population is increasing at a faster rate than milk production. If the 
present rate of consumption of milk continues and there is no marked increase 
in production, the present surplus should disappear by the end of 1956 or sooner. 
Should support prices for dairy products be increased, the surplus problem would 
be aggravated and balance between production and consumption would be de- 
layed. 

We would urge that this committee, considering any dairy legislation, not 
change the price supports for dairy products at this time. Any change will upset 
normal marketing. We recommend that those provisions dealing with increasing 
the appropriation and extending the period for the special school milk program, 
as well as the extension of the period for the eradication of brucellosis, as pro- 
vided in H. R. 12, be enacted at this session. We also recommend that the present 
legislation be broadened to encourage the use of other non-price-supported dairy 
products in the school lunch program. 

We request that this statement be inserted and become a part of the record 
by your committee. 

Respectfully yours 
M. H. BriGHTMAN, 
Executive Secretary. 


The Cuarrman. We are indebted to you, sir. 
Mr. Norton. Thank you, sir. 

The CoarrMan. Mr. Reed. 

How are you? 

Mr. Rerp. Good morning, sir. 

Good morning, Senator Young. 

Senator Young. Good morning. 


STATEMENT OF OTIE M. REED, WASHINGTON REPRESENTATIVE, 
JOINT COMMITTEE OF THE NATIONAL CREAMERIES ASSOCIATION 
AND THE AMERICAN BUTTER INSTITUTE 


Mr. Reep. Mr. Chairman, I have a statement here which I would 
like to file for the record. I have a few typographical errors in it 
and would like to hand this copy to the reporter for his use. 

The Cuarrman. That will be all right. It will be printed in the 
record as you have presented it, sir. 

Mr. Reep. Fine. Thank you. 

My name is Otie M. Reed. I am Washington representative of the 
joint committee of the National Creameries Association and the Amer- 
ican Butter Institute. ‘This committee was created last September 
when the American Butter Institute and the National Creameries As- 
sociation decided to join together in the conduct of the work of these 
two organizations here in Washington. 

The National Creameries Association is composed of some 950 
dairy processing plants located in the States of Wisconsin, Minnesota, 
North and South Dakota, Iowa, Kansas, and Nebraska. About 85 
percent of the membership are locally owned and operated coopera- 
tive associations. 

The American Butter Institute, with headquarters in Chicago, II1., 
is composed of processors, both cooperative and private with member- 
ship in 43 States. Taken together, these two organizations process 
and distribute most of the creamery butter produced in the United 
States. 
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[t appears to us that any action that may be taken by this committe: 
and the Congress with regard to dairy price support programs woul 
depend very largely upon the answers to certain questions, and the 
outlook, regarding (1) supply and demand conditions in the dairy 
field, (2) the position regarding stocks held by the Commodity Credit 
Corporation and the rate of decrease in such stocks, and (3) longe1 
run Boren ts for achieving a better balance between supply and de- 
mand for milk and dairy products in this country. These questions 
whic h might well be posed, and our answers to them, are as follows’ 

We are happy to report to you today that the supply demand situa- 
tion as of this time is very materially improved as compared to the 
serious situation we were facing at the same time a year go. As sor 
of you gentlemen will no doubt recall, last year we appeared befor: 
vou urging the approval of the Congress of certain programs = 
signe d to reduce prices to consumers to such a level that the curr: 
supply would be consumed, and important inroads made upon the very 
heavy stocks then in the hands of the Commodity Credit Corporation 
I think it app ropr iate to call to this committee’s attention that on July 
28, 1954, CCC stocks of butter reached a level of 166 million pounds 
on September 29 of that year cheese stocks in the hands of the CC¢ 
reached the level of 436 million pounds, and nonfat dry milk solids 
amounted at their peak on April 28, 1954, to 599 million pounds. 

The situation today is quite different. While we are not out of the 
woods, the situation is much better. On May 31, 1955, CCC butte 
stocks amounted to 178,652,126 pounds, cheese stocks were 265,573,577 
pounds, and nonfat dry-milk solids stocks were 123,580,875 poende. 
(For details as to purchases and disposition of dairy products undet 
the price support program from April 1, 1952, to May 31, 1955, 
table 1 attached. ) 

Senator Youne. May I ask a question at this poimt? Is that due 
to a better program of disposing of surpluses ¢ 

Mr. Reep. Yes, sir; it is due to markedly expanded dispositions 
under the program that the Congress enac ‘ted last year, in the foreign 
trade and assistance ‘and development program and an expanded 
school-lunch program and increased use by the Armed Forces, and 
greater distribution through relief channels here. They have accel- 
erated their disposition very markedly. 

Senator Youn. I always felt that we lost at least a year Bing 
about what we should do about these surpluses. We leala “hav 
started to work a little earlier. 

Mr. Reep. I feel that we could sir. But the Department has cer- 
tainly been moving since that legislation was enacted last year, as you 
can see how they have cut these stocks down. ' 

Senator Youne. Yes. 

The Cuarrman. To what extent has the actual production in that 
same period increased or decreased ! 

Mr. Reep. Production the first part of this marketing year, that is, 
total has been—— 

The Cuarrman. I mean, of these products that we are discussing 
how. 

Mr. Reep. Well, butter production for the first part of this year as 
compared to last year has run about 10 to 15 percent below, and cheese 
about the same percentage below last year, and I think that nonfat is 
about equal to last year. 
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The Cuarrman. How about consumption / 

Mr. Reep. And consumption has increased. ‘The Department re- 
ports an increase in butter consumption of some 7 to 10 percent. 

The Crarman. Over the same period last year / 

Mr. Reep. That is correct. 

The CHarrmMan. How about cheese ¢ 

Mr. Reep. And cheese is up somewhat. I forget the exact figure. 
I think it is perhaps 5 percent. And fluid milk consumption—it is 
lifficult to tell, but we are running some percentage points above last 
vear. So our demand has picked up quite a little bit. 

Senator Youne. Part of that is due to the fact that the Federal 
Government is making more of it available to relief programs and 
things like that ? 

Mr. Reep. That is correct, particularly as far as fluid milk consump- 
tion is concerned, on the school-lunch program. That is ahead a lot. 

Senator YounG. Do you think in another year or two, if we make 
the progress we are making now the situation will not be too bad ? 

Mr. Reep. We certainly think so. At least the trend is in that 
direction, and we hope it continues. The outlook for dairy products 
may be summarized as follows: 

Milk production appears to be down somewhat from the 1954 
peak 

I must interpolate a remark that milk production, as you know, is 
a continuing process, and while it may have run under last year the 
first few months of this year, there is no telling what it will do from 
here on out this year. It may go up above last year; it may be the 
same, or it may be lower. But in’ any event we do not anticipate a 
tremendous bulge like we got from 1953 to 1954. 

The Cratrman. More contented cows might give more milk; 
that it? 

Mr. Reep. That is right. 

Senator Youna. I suppose that the drought situation in some areas 
iffected production somewhat / 

Mr. Reep. I think it has hurt some; yes. 

Senator Youne. Of course, you can expect drought and adverse 
conditions through the years. 

Mr. Reep. That is correct. 

Senator Younc. Not too many years are perfect. 

a: Rerep. Yes. 

Per capita consumption has shown some increase and the accel- 
Port and expanded program of industry merchandising and promo- 
tion through the American Dairy Association and the National Dairy 
Council may be a significant factor in further increasing per capita 
consumption. 

I niigtt explain that the American Dairy Association is an organi- 
zation that is formed and operated by the dairy industry. It is financed 
by voluntary deductions from producers’ milk and butterfat pay- 
checks, and the money collected is used to promote the sale of milk 
and all dairy products, advertising, public relations, market research, 
and the like. The National Dairy Council has a similar program, 
working, however, more in the educational field and in the various 
local areas, and we think that the work that they have been doing is 
beginning to show some results. 

Our population is increasing steadily. 
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Heavy stocks in the hands of the Commodity Credit Corpora- 
aid have been diminished significantly during the last: year. 

The outlook, therefore, is considerably more favorable this year 
than last year, and if we can continue to progress in increasing per 
capita eee and in liquidating the heavy CCC stocks acquired 
in 1953 and 1954, the dairy production and demand position should 
show a - sonably good balance in another year or so. 

Also, it is our belief that the voluntary programs for the dairy 
naan sce ‘ted through the American Dairy Association and the 
National Dairy Council, are showing significant results. Later on 
in this statement, I shall make recommendations to you as to how 
these programs can be expanded and improved, with your help. 

The organizations which I represent believe that at this time we 
should not launch upon any drastic program for the control of pro- 
duction of milk and butterfat from farms. Neither should we em- 
bark upon some plan whereby farmers themselves would finance a 
program for the continued purchase of dairy surpluses which must 
be given away, largely abroad. It would seem that under the circum- 
stances which we apparently face that we should, for the time being 
at Jeast, limit ourselves, as far as any program financed b »y the dairy 
farmer is concerned, to improvement and expansion of the current 
industry programs designed to increase the utilization of milk and 
butterfat by our population. The dairy price-support program 
should be left as it is, at least for the me being. 

Now, when I make that statement, I do not mean that the farmers 
are satisfied as milk producers, with the level of their income, but a 
dairy price-support program, we have always held, cannot be dis- 
associated from a disposition program, because dairy products are 
perishable. In the basics you can store the wheat; you can store the 
cotton; you can store the tobacco. 

Senator Youne. And you can control the production better. 

Mr. Rerp. And you can control the production. But in dairying, 
we have this perishable commodity. It cannot be held forever. And 
so if large-scale purchases are going to be made under a price-support 
program, the Congress should enact some additional programs to 
move that into consumption in some manner, some way or another. 

The Cuatrrman. Of course, I do not expect you to go into this self- 
help plan that we discussed a while ago, but in due time, I am sure 
that the Congress is going to give attention to it, in our committee, 
and as far as I am concerned, when we hold our hearings in the field, 
in October, it will be my purpose to try and get the committee to get 
the reaction of the people in the areas. 

Mr. Reep. I see. Are you planning on hearings in the field in 
October, sir? 

The CHarrman. Yes, indeed. We are going to spend about 214 
months, or 2 months at least, holding hearings throughout the Nation. 

Mr. Reep. Very good. 

The Cuatrman. And as you have just heard, Senator Mundt has 
introduced a bill, this self- help bill that we discussed a few moments 
ago, and I am sure this committee will have been glad to have the re- 
action of all the various segments of the dairy industry. 

Mr. Reep. Very good. 

The Cuarrman. In regard to the disposition of milk and butter- 
fats that you spoke of a while ago, the Secretary of Agriculture, 
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(hrough the President of the Commodity Credit Corporation, filed a 
report with us indicating that in the fiseal year 1955 through April 
30, 1955, the losses sustained by the Corporation on butter were 
$116,397,893; butter oil, $17,7 16.674: cheese, $43.835.918: dried milk. 
$82,848,852; milk fluids, $31,340,280; and whey, $397,841. That has 
accounted to some extent for the decrease in the stocks that you have 
just referred to a moment ago. 

Mr. Reep. Surely. 

The CHatrman. And the total amount is in the neighborhood of 
$280 million. 

Mr. Rerp. And before the inventory is finally liquidated, Senator, 
it will probably be much larger than that. 

The Cramman. I do not doubt that. 

Mr. Reep. I have not had an opportunity recently to examine those 
figures. 

The CuarrMan. This was filed here recently, and I have placed in 
the record a copy of this table, which really is an improvement over 
what we had 2 years ago. 

Mr. Reep. A great improvement. 

The Cuatrrman. That is, in the method of presentation. 

Mr. Reep. Yes, it is a great improvement. 

The Cuarrman. You will recall when it was first presented, when 
Mr. Benson came before us, an effort was made to put together all 
losses, including conservation payments, and what have you, which 
made it appear that the price-support program, and although it was 
not so stated, it led some of these reporters out here to use those 
figures of $16 billion as being the cdst of the price-support program. 

Mr. Reep. Oh, yes. 

The Cuarrman. As a matter of fact, we had to spend quite a lot of 
time on the Senate floor in order to demonstrate what the losses were. 

Mr. Reep. That is right. 

The CuarrmMan. I am glad to say that under this last statement that 
was made by the Commodity Credit Corporation, the losses from 
October 17, 1933—put that down, if you will—through Aprii 30, 1955, 
on all basics and nonbasics—that is, for the period of 22 years—has 
been $1,868,268,619, which includes the losses I have just talked about. 

Mr. Reep. Surely. 

The CuarrMan,. That is a far cry from the $16 billion that was 
implied in the statement presented to us just a little over a year ago. 

Mr. Reep. Yes. 

Senator Younc. We spent more money than that in a lost cause in 
north Indochina in the last 3 years. 

The Cuarrman. We will throw away this year more than that in 
those same areas, 

Senator Youne. Yes. 

The Cuarrman. Allright,sir. Iamsorry. I just thought I should 
take a little time to improve the record. 

Mr. Reep. Yes, sir. That.is very good data, 

Turning to production control ‘and marketing-quota plans, there 
have been an increasing number of suggestions in recent years that 
production or marketings of milk and butter fat from farms be limited. 
These suggestions were particularly prevalent in 1954 when CCC 
stocks reached such high levels. 
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The organizations which I represent do not believe it is feasible or 
in the best long-run interest of the producer or consumer to attempt 
to limit production or marketings from farms in the United States. 

It is our opinion that our major problem in the dairy industry is 
to expand consumption. For example, if per capita consumption of 
milk and cream had been maintained at the 1945 level, there would 
be no surplus of manufactured dairy products today. Similarly, the 
butter industry, through, I submit, no fault of its own, has lost a large 
share of its market. We are, however, slowly but surely regaining 
at least part of the lost market. 

There can be little doubt that, from the viewpoint of improving 
the health and well-being of our population, expanded consumption 
of milk and dairy products is a factor of paramount importance. 

Senator Youne. You certainly would not be able to go any further 
pricewise in trying to meet competition from butter substitutes. 

Mr. Reep. Oh, no. 

Senator Youne. The price support at 75 percent of parity—and 
that is about what the cash price is to the dairy farmers. The present 
price is not very profitable. 

Mr. Reep. No. The labor requirements in producing animal fat, 
like butterfat, are such that they cannot compete with vegetable oils, 
pricewise, or with other fats. It is impossible, if farmers are to have 
any kind of living. 

From the viewpoint of the dairy farmer, it is questionable whether 
restriction of production or marketings of milk and butterfat from 
farms would result in any increase in net income. Reductions in 
production or marketings usually result in less efficiency. They 
freeze production patterns, and tend to stultify improvement. 

Any production control or marketing quota scheme would inevi- 
tably be to the disadvantage of the efficient, commercial milk and 
butterfat producer. This arises because of the nature of the distribu- 
tion of milk production by size of herd in this country. To illustrate 
this point, I quote the following figures: 

1. In 1950—these are census figures—there were 3,681,627 farms 
in this country which reported cows kept for milk. 

The majority of these farms kept very small herds. For ex- 
ample, there were 1,058,457 one cowherds; 646,200 two cow herds; 
and 603,616 farms reporting herds of 3 to 4 cows. Herds of 4 cows 
or less accounted for 62.8 percent of the farms reporting cows kept 
for milk. Herds of 4 cows or less accounted for 20.6 percent of the 
total number of cows kept for milk on farms of the United States. 

3. Sales of milk and the milk equivalent sold from these farms 
in 1950 accounted for 7.1 percent of total sales from all herds. When 
it is recalled that total CCC purchases under the price-support pro- 
grams have usually been quite low in terms of total production and 
sales of milk and cream from farms, and during the 1954 marketing 
year, the year of record purchases, represented about 10 percent of 
total production, it will be readily seen that the production on these 
very small farms is quite important when related to total CCC pur- 
chases of dairy products under the price support program. 

It would seem to be quite reasonable to believe that administrative 
difficulties in accomplishing the vast amount of ewe k involved 
with the large number of small farms might well lead to exempting 
these farms from any production control or marketing quota plan. 
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As a matter of fact, the Secretary had indicated this probability 
heretofore in regard to this matter. The larger farms tend to be 
the most efficient, and there can be little doubt that reduction in pro- 
duction and marketings from individual farms would bear heaviest 
on the more efficient farmers, increase their costs of production, freeze 
their production patterns, and in general inhibit the development 
of more efficient production and marketing techniques. Also, loss 
of volume would increase processing and marketing costs. 

Marketing quota plans, whereby the farmer would be given a quota 
representing his share of the national market, based on past sales from 
his farm and total commercial sales of milk and dairy products in the 
United States, seem to us to be subject to the same criticism from the 
administrative point of view as production control plans as such. 

I shall not describe or attempt to evaluate in detail the many types 
of production control and marketing quota plans that have been ad- 
vanced. The United States Department of Agriculture furnished the 
Congress a comprehensive description of such proposals in its “Study 
of Alternative Methods for Controlling Farm Milk Production and 
Supporting Prices to Farmers for Milk and Butterfat,” published as 
House Document No. 57, 84th Congress, Ist session. 

Suffice it to say in summary regarding control and quota schemes 
the en 

We do not think such proposals are administratively feasible, and 
sate ably would do far more harm than good to the dairy farmer over 
1 period of time. 

We do not think that any production control, price support, 01 
marketing quota plan that would be financed by the dairy farmer is 
fair. By this we mean that the major difficulties now confronting the 
dairy farmer are due in quite large part to Government dairy programs 
during the war, and to the approval of Congress in pemitting oleo- 
mee ine to copy the major attributes of butter. 

. We think that the dairy situation shows very real signs of right- 
ing ‘itself over the next few years. Consumption seems to be on the 
upgrade, production has apparently leveled off, and the CCC is moving 
with considerable speed in reducing its inventories of dairy products 
under the several programs approved last year by the Congress. 

Now, I gave this testimony which follows before the Eastland com- 
mittee, but I would like to repeat it here before the major committee. 

As we have stated— 

The Cuairman. I was just asking the committee clerk to give us 
for the record—and you may have it, and Mr. Holman may have it 
here—information to show the difference in the purchases made by 
the CCC during a period, say, of a year from here back to the year 
before. That might be interesting to have that in the record at this 
point. 

Mr. Reep. Is this table 3 of the appendix here, Senator Ellender, 
satisfactory ? 

Now, the first four lines there are purchases during the marketing 
vear of butter, cheese, and nonfat solids, and the total through ¢ e 31st 
of May 1955. Then down below are the uses to which tho: vol- 
iumes—— 

The CHatrmMan. Now that you have that table before you, suppose 
you look at it and answer this question. 

64440—55—pt. 121 
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How much more or less butter was acquired by the Commodity 
Credit Corporation during the last year compared to the year 
previous ¢ 

Mr. Reep. In the marketing year starting April 1, 1952, and ending 
March 31, 1953, the C ‘ommodity Credit Cor poration bought 143 mil- 
lion pounds of butter. In the marketing year starting April 1, 1953, 
and ending May 31, 1954, it bought 380 million pounds of butter. 

In the marketing year starting , April 1, 1954, and ending March 31, 
1955, it bought 211 “million pounds of butter. 

The Cuatrman. That is the information I want. Now, could you 
give the same information as to cheese 

Mr. Reep. Yes, sir. We have it right in this table. 

The Cuarrman. And other dairy products. 

Mr. Reep. Yes, sir. Do you want me to read them off, sir? 

The CuarrMan. I wish you would. 

Mr. Reep. With regard to cheese, in the marketing year starting 
April 1, 1952, the ¢ Yommodity Credit Cor poration bought 7 15 million 
pounds; the following marketing year, starting April 1, 1953, 
bought 456 million pounds; and in the marketing year starting ‘April 
1, 1954, it bought 153 million pounds. 

Now, with respect to nonfat dry milk solids, during the marketing 
year commencing April 1, 1952, it bought 210 million pounds of = 
fat dry milk solids; the following year, starting April 1, 1953, 
bought 666 million pounds; the following year, starting April 1, 1954, 
it bought 523 million pounds. That covers those 3 marketing years. 

The Cuamman. So in the latter product, you have only about 
100 million pounds difference ? 

Mr. Reep. That is right; 170 million pounds’ difference in this 
last year. We are down that much. 

The Crarrman. Now, why should you have more of the nonfat 
dry milk solids? 

Mr. Reep. Well, nonfat dry milk solids—perhaps the best way to 
explain that, sir, is that during the war the Government made a 
serious effort to change the pattern of delivery from delivery of cream 
from farms to plants to the delivery of whole milk to plants, which 
can make it into butter and nonfat dry milk solids, because nonfat 
dry milk solids were badly needed in the war food programs. 

The Department of Agriculture either financed or helped to finance 
any number of nonfat dry milk solids plants during the war, and we 
therefore increased the production very, very greatly above our do- 
mestic consumption. 

The CratrmaNn, I see. 

Mr. Reep. And we still have that. Once you shift from a pattern 
of cream delivery to milk delivery, the farmers do not shift back 
easily to turning the separator and feeding the skim to their hogs. 
They keep on delivering whole milk. And that is the basic reason 
we have that tremendous volume of nonfat dry milk solids. It was a 

yar program, and I think it was one that was a very fine one. We 
shipped an awful lot of nutrients and used very little shipping space 
to do it. 

The Cuatrman. All right, sir. 
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Mr. Reep. Now, in view of the opinion of the joint committee of 
the National Creameries Association and the American Butter Insti- 
tute that we should try to expand our production rather than cut 
production, we have developed a proposal to improve and increase 
the current efforts of the dairy industry in promoting its products 
through the programs of the American Dairy Association and the 
National Dairy Council. 

If you will note on table 1, the per capita production of milk in the 
United States is right now much lower than it was in the early forties. 
Our problem is not one of overproduction as such, but regaining our 
lost markets for butter and building up our markets for fluid milk 
and other dairy products, increasing per capita consumption of those. 

So, in view of that, we have developed a proposal, as follows: 

1. It would be the declared policy of the Congress to promote a 
more stable balance between demand for and supply of dairy products 
in the United States through an expanded program to (@) promote 
more effective merchandising of milk and dairy products, (6) expand 
the health and education work with consumer groups, (c) promote 
cfliciency in marketing and utilization of milk and dairy products 
through an expanded program of marketing research, and (d) to 
provide the means whereby dairy farmers of the United States can 
finance the program designed to increase consumption of milk and 
butterfat and research in improved marketing and merchandising 
practices through the payment of a program fee levied at the point 
of first purchase of milk and butterfat. 

2. A small program fee would be levied on all milk and butterfat 
sold from farms in the United States at the point of first purchase. 

We call it a program fee. It is just the same as the stabilization 
fee or processing tax levied at the first point of purchase. It would 
all be the same thing. 

The CHamman. Who would levy this tax? 

Mr. Reep. The tax would be levied in the bill. The Congress itself 
would levy this tax. 

The CHarrman. And it will be utilized by Government agencies? 

Mr. Reep. Yes, sir. It would be utilized under the direction of a 
Government agency. 

The CHarrMan. Yes. 

Mr. Reep. 3. The money collected from this fee would be used to 
promote the sale of milk and dairy products, increase marketing 
research, and increase the health and whientionad work being carried 
on by the industry at this time. 

t. The Secretary of Agriculture would administer the program 
with the advice of a dairy advisory board. And the board would be 
appointed by the President and would be composed of 12 members, 
who shall be producers of milk or butterfat, except that 6 of the pro- 
ducer members of the board may be officers or er.1sployees of coopera- 
tive associations meeting the requirements of the Capper-Volstead 
Act (7 U.S. C., see. 291-292), 5 members shal\ be processors of milk 
ind dairy products other than producers or cooperative associations 
of producers, and 3 members shall be appointed as public members 
representing the public at large. 
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The duties of the board would be to advise the Secretary as to the 
agencies which he would use in carrying out the promotion, merchan- 
dising, and research activities that would be authorized by the pro- 
posed law, advise as to the suspension or reduction of the program 
fee levied by the proposed law, and advise as to the allocation and 
expenditure of funds collected from the program fee. 

>. The Secretary would be authorized to allocate the moneys col- 
lected from the program fee among the programs authorized by the 
proposed law and to contract with nongovernmental organizations or 
firms to carry out the programs. 

In other words, we are not visualizing that there would be set up 
another bureau in the Department of Agriculture to handle this prob- 
lem, but that the work would be contracted with people already in 
the business and already doing an acceptable job, such as the Ameri- 
can Dairy Association and the National Dairy Council and others. 

6. The maximum program fee that could be levied pursuant to this 
proposed bill is 1 cent per pound of butterfat in cream delivered from 
farms to plants, and 4 cents per hundredweight of milk delivered from 
farms to plants in the form of milk. 

At the maximum fee permissible under the proposed law, approxi- 
mately $40 million would be collected each year for the conduct of the 
programs authorized by the law. 

The Cuarrman. Are there any farmers connected with your associ- 
ation ? 

Mr. Reerp. Yes, sir; there are many of them, many farmers. A 
very large number of our members in the National Creameries As- 
sociation are local cooperative associations that own and run their 
own plant. 

The Cuarrman. Are there any farmer members of your association 
that also belong to the National Milk Producers Association ? 

Mr. Rerep. No. We do not have direct farmer members in our 
organization, and I do not believe the federation has direct producer 
membership either, in the federation as such. 

The Cuarrman. That is purely farmers? 

Mr. Rerep. That is right. Ours is purely cooperative associations 
and proprietary handlers, and some of the members of the federation 
are also members of ours, and vice versa. But I am trying to answer 
your question, Let me see if I am on the right track. 

The Cuarrman. What I was trying to derive was whether or not 
there were any differences in the point of view which you are now 
saying to us and the plans proposed by the National Milk Producers 
Federation and both of them seem to be labeled the same, a self-help 
program. 

Mr. Reep. Well, that “self-help” term is a kind of slogan. 

Yes, there are differences, sir, and the difference is this. I do not 
want to try to explain the federation’s plan. It was done very 
adequately. 

The Cuairman. You do not need to, because we will go on to that 
later. 

Mr. Reep. The major thing is this. They propose under their pro- 
gram to collect enough money through a stabilization fee to buy up 
the surpluses, and then to dispose of them as they can. ; 
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The Cuarman. And yours is to promote sales? 

Mr. Rerp. Ours is to promote sales. And we think that if any 
price-support program has got to be operated, the Government should 
do it, because we t’ 1k we are in a large part of this mess because 
of the serious dam.__: that was done to some of our markets during 
the war which we have never heen able to recover. 

In other words, this does not go nearly as far into the field of 
procurement. There is no precurement under this whatsoever. This 
is purely promotion. 

The Cuairman. The only object I had in asking the question was 
to suggest that some method be worked out to try and get the dairy 
industry with a unified front. We might stand a better chance of 
enacting legislation. 

Mr. Reep. I think we would, too, and I hope we can get that done. 

The Cuarrman. Yes. That is just something I am throwing out, 
because certainly if there is a difference of view as to how to handle 
this, it is a good out for a lot of people who are on the fence, who 
do not want todo anything about it. 

Mr. Reep. That is correct, s 

The Cuamman. All right, a may proceed, sir. 

Mr. Reep. Tiowever, in case the advisory board and the industry 
thought that a sum such as $40 million could not be used effectively 
in any given year, the Secretary is authorized to suspend the program 
fee or to reduce it. 

Now, right there | would like to interpolate to say that the budget 
of the American Dairy Association this year will run somewhere be- 
tween $5 million and $6 million, and our program is designed to 
augment that. Now, that is $5 million or $6 million to conduct an 
industry program for an industry with returns to farmers running in 
the billions of doliars. In other words, even with the fine work that 
has been done by the American Dairy Association, we have not gone 
far enough in promoting and merchandising our commodity. I do 
not think there is any doubt about it. 

The Cuatrman. Particularly the raw milk. 

Mr. Reep. That 1s right. In comparison with some of these other 
industries, their promotion, advertising, and public relations pro- 
grams, we are very lacking in a big enough program. 

The Cuairman. You know, as I pointed out last year when we 
had hearings, 1 was very much surprised and disappointed that the 
dairy industry hired Bob Hope to sell milk. Now, he might sell 
lingerie to women but as far as selling milk to kids, now, if you could 
get  Hopalong C assidy and our new hero from Tennessee, Davy Crock- 
ett, to advertise the sale of milk, you might be able to dispose of a good 
many more pints of milk, and induce the children of this Nation to 
drink it. 

You know, I have 5 little grandsons. Four of them are getting up 
now, and their mother has no trouble at all making them eat any food 
that is advertised by Hopalong Cassidy or Davy Crockett or the Cisco 
Kid or some hero of theirs, and I think if you would follow that plan 
of advertisement, you might dispose of a lot of your products, par- 
ticularly to those who really ought to have it, and those are the child- 
ren of the Nation. 
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Mr. Reep. This year they used Disneyland. 

The Cuairman. That is all right. But you want that hero worship 

Mr. Reep. I know. It is amazing what some of these people can do. 

Senator Youna. It would seem to me that if we can hold production 
of dairy products at their present level or somewhere near that, with 
our increasing population, we would soon solve the surplus problem. 

The CHatrman. Oh, surely. 

Senator Younc. Of course, that is if we do not get into other pro- 
grams 

Let me cite what is happening in my area, where we are importing 
about 100 million bushels of feed grain from Canada a year. We will 
probably be taking more than th: it in the future, feed grains are cheap 
there. They are going to be cheaper yet under the present program. 
So our farmers are going more to dairy production and cattle feeding. 
My local creamery has had the biggest increase in receipts of milk and 
cream—mostly cream—this year of any year for several years past. 

You will have areas like that, where, if they want to keep on farm- 
ing, they are going to have to go into something else than just straight 
grain farming. 

Mr. Rrep. I do not think that we in the dairy industry should argue 
against the programs of the people in the basic crops that they have 
worked out all over these years, and they seem to think they are 
satisfactory for them. I do wish there were some adequate way to 
handle this diverted acreage and handle it in a decent fashion as far 
as the public is concerned without making more milk from it when we 
have not got the market for it 

Senator Youna. I think that this soil bank idea has a lot of merit, 
and that has the general support by many farm organizations. The 
Secretary of Agriculture had not thought very highly of it, but I 
think practically every farm organization has advocated a soil bank 
in one form or another. We could take several million acres out of 
production by ths at method. 

But we also ought to encourage.the Canadians to do the same thing. 
They are not decreasing their production at all, and if we take 
unlimited imports from them, it will not help to solve our problem 
if we take all they have to offer to us. 

Mr. Reep. You will just take your land out of production and then 
they ship in the stuff you would have grown on your land. Is that the 
way 1 18 wor king ? 

Senator Youne. Oh, yes. And you can imagine how the farmers 
feel along the Canadian border in my State, when they cannot sell 
their grain and the Canadians haul it across as fast as they can get it 
there. 

Mr. Reep. I think that is right. 

The Cuarrman. Raw milk and its products, in my way of thinking, 
have never been overproduced. Our problem is the method of dis- 
tribution. 

Mr. Reep. There is a lot to that. There is no qeustion about it. 

The Cuatrman. And the cost of distributing the product. I re- 
member reading figures that have been put in this record—they may 
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not prevail at this time—but the man who delivered milk to the door 
of the consumer got almost as much money as the farmer producing 
the milk. 

Mr. Reep. I think that is quite right. 

The Cuarrman. A thing like that should not be permitted to exist. 
But it happened. 

Mr. Reep. Senator, we are making, we hope, some great strides in 
production techniques. 

The CuarrMan. Distribution. That is it. 

Mr. Rerp. I wish that we could get the distribution deal down better. 

The CuHarrman. Yes; particularly something that is so perish- 
able, and something that is so necessary and vital to the health of the 
youngsters of our Nation. 

Mr. Reep. Surely. 

Senator Youna. I like the statement you make a while ago that you 
are not here to criticize other farm programs. One of the most unfor- 
tunate things that occurred to agriculture in recent years is the differ- 
ence of thinking that developed between different farmers and com- 
modity groups throughout the United States. 

Mr. Reep. Surely. 

Senator Youne. And it has been encouraged from the top level in 
the United States Government. And the witness yesterday, I think, 
evidenced that feeling. His statement contained a lot of dyn: mite, 
based on inaccurate information. according to my way of thinking, 
apparently he gathered that from these magazine articles that have 
been printed in the past few years and he believed them, without 
giving any study.to it himself. _ * 

Mr. Reep. Yes. 

The CHairmMaNn. I lose patience very quickly with those who criti- 
cize a program that has done so well without offering something bet- 
ter oras good. That is where I draw the line. 

You may proceed. 

Mr. Reep. Thank you, sir. 

This program is designed to augment, not to replace, the current 
program of the American Dairy Association and the National Dairy 
Council, which is now financed largely by voluntary deductions from 
producers. Of course, under this proposal, it would no longer be 
necessary to spend significant sums of money securing voluntary con- 
tributions from farmers, and all farmers would contribute equally. 
Under the voluntary program, of course, some farmers do not choose 
to cooperate, thereby avoiding paying any of the costs. 

It seems to the joint committee that a proposal of this nature is far 
superior to more drastic proposals which have been made such as pro- 
posals to control production, set up a quota system, or tax farmers for 
the very high costs of removing the heavy surpluses that we have en- 
countered the last couple of years, particularly when it is recalled 
that the farmers themselves are not nearly as responsible as the Gov- 
ernment for the development of such surpluses. 

There is attached hereto as appendix Aa copy of a proposed bill 
designed to provide the legal authority for carrying out the program 
described herein. We recommend its ace eptance by this committee. 
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(The tables following Mr. Reed’s statement are as follows:) 


TABLE 1.—Milk cows and milk production on farms, United States, 1940-54 


Production per | Total milk produetion 
Number of milk cow | on farms ! 
mil 
on farms } 


Milk Butterfat | Quantity 


} 


x cows nas on See geeer see 


Amount 
per capita 


Million | 
Thousands Pounds Pounds | pounds Pounds 

inion scant , 24, 940 , 622 184 109, 41: 828 
1941 s 25, 453 , 738 188 115, O8 863 
1942 “ ARS 26, 313 4, 736 188 118, 53: 879 
1943__. soc 27, 138 , 183 117, 
1944 . 27, 704 4, 57% 182 117, 
1945... 7 ; oan 27,770 b 190 119, 823 
1946 __ gos ' 26, 521 4, 886 194 117, 697 
1947 _. cam alkanes aaa 25, 842 5, 199 116, 
1948 tn aa 24, 615 5, 200 112, 
1949 ‘ - a . 23, 862 5, 275 209 116, 
1980 Siete hog bate at eens 23, 853 5, 210 116, 6 
1951 job he 23, 722 5, 31° 210 114, 
1952 ; ‘4 23, 369 5, 32: 211 115, 
1953 4 j , 094 5, ¢ 213 121, 2 
1954 mandate ee 24, 674 5, 5 217 123, 796 
1955 2 alice ‘ ike wate: 24, 408 


1 Excludes milk sucked by calves and milk produced by cows not on farms. 
? Preliminary. 


Source: Reports of the Agricultural Marketing Service, USDA. 


TABLE 2.—Per-capita consumption of major dairy products and oleomargarine, 
average, 1935-89, and annual, 1943-54 


[Pounds] 
J 
Fluid | | 
milk and} Butter Oleo Cheese 
cream 


Evapo- | Nonfat 
| rated | solids 


14.9 | 
16.9 | 
13 
16 


ee Ooo OOD GO RO 


s. 


Source: U. 8. Department of Agriculture, Agricultural Marketing Service, the Dairy Situation, October 
1954 
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TaBLE 3.—Status of dairy price support purchases and utilization, Apr. 
to May 31, 1955 


Pounds] 


Purchases 
1952-53 (Apr. 1, Mar, 31 143, 348, 1 75, 236, 131 210. 410, 097 
1953-54 (Apr. 1, 1953-Mar. 31, 380, 184, 456, 041, 717 665, 871, 918 
1954-55 (Apr. 1, 1954-Mar. 31, 5 210, 709, 029 153, 341, 442 523, 207, 269 
1955-56 (Apr. 1, 1955-May 31, 1955). 49, 784 1, 644, 816 182, 730, 157 


rotal, purchases 784, 026, 7 706, 264, 106 | 1, 582, 219, 441 


Uses 
Commercia] domestic sales 3, 609, 515 I 75, 77% 4, 462, 851 
Animal] and mixed feed sales 584, 439, 818 
Section 32 outlets , 008, 70% 3,1 7h 21, 146, 130 
Section 416 donations 
Domestic. , 664, 710 138, 360, 138, 472, 791 
Foreign ! 12, 558 121, 956, 727 402, 593, 610 
Commercial export sales ? 5, 276, 23 576, 887 6, 409, 095 
Noncommercial export sales 5, 551, 306, 900 281, 695, 760 
U.S. Army transfers 513, 7 2, 640, 573 7, 131, 803 
FOA transfers ! 373 524. 000 12, 206, 708 
Other: SLs S80, OOO 


Total, uses... », 374, 61 40. 690, 52: 1, 458, 638, 566 
\i >» i ve 5 _ 1 


Estimated uncommitted supplies as of May 31, 1955 78, 652, 13, 580, 875 


Butter total includes the following quantities of butter programed for conve n to butter oil for distri- 
bution through the 3 following outlets: 58,706,000 pounds for sec. 416; 18,937,500 pounds for noncommercial 
export, and 2,940,000 pounds for FOA 

? Including 2,467,000 pounds of butter sold under title I, Public Law 480 (foreign currency) 
3 Other uses inelude butter salvage sales, cocoa butter extender sales, butter sales and donations to the 
Veterans’ Administration, donations of dry milk for research, and butter sold for liquid milk recombining. 


Source: USDA, 


TABLE 4.—Number of farms reporting frilk cows and number of milk cows, by 
size of herd, United States, 1950 


Milk cows, 1950 Percentage of total 


ize of herd | 
Sane OF REY ’ umber Number 
of milk 


cows 


3, 681, 627 


1 milk cow -- ‘ d 1, 058, 457 
2 milk cows. 646, 200 
3 or 4 milk cows 616 
5 to 9 milk cows 717, 196 
10 to 14 milk cows. 317, 275 
14 to 19 milk cows. 55, 820 
20 to 29 milk cows 308 
30 to 49 milk cows 6, 940 
50 milk cows and over... }, 815 


Source: Bureau of the Census, U. S. Department of Commerce. 





326 PRICE-SUPPORT PROGRAM 


TaBLe 5.—Sales of milk and milk equivalent of butterfat in cream sold fron 
farms in the United States, by size of herd, 1950 


Milk equiv- | 
Milk = alent in 
Size of herd (million ca cream | 
pounds) | (million 
pounds) 


| Total milk | 
Per- | andcream | Per- 
cent (million | cent 
| | pounds) 


United States total sen 69, 599 : 14, 835 





1 cow-. ; ks 442 5 | 354 

2 cows... f es ‘ Sai 591 | &% 709 

3 to 4 cows mies picteaile wl 1, 850 | 2. 1, 949 | 

5 to 9 cows..-...---.-- eal 9, 182 3. 5, 367 | ; ‘ 
10 to 14 cows . 12, 260 | .8 3, 443 23. 6 5, 70% 18 
15 to 19 cows oti ‘ 11, 458 ). 1,519 | ; } 5 
20 to 29 cows * 14, 229 ‘ R61 | 5. § 5, 090 | 18 
30 to 49 cows ce ae 9, 530 | 3. { 228 9, 758 11 
50 cows and over... ‘i 9, 126 3. 2 126 | 9] 9, 252 ll 


Totals__- . Sa 68, 668 14,556 | 100.0 83, 224 100 


Nore.—United States total is larger than totals listed by size of herd because of deletion of item represente 
by sales from farms previous year which had no cows at time of census tabulation. 


Source: Bureau of the Census, U. 8. Department of Commerce. 


Mr. Reep. Mr. Chairman, may I make one comment with regard 
to this bill ? 

In the levying of the tax, our counsel spent considerable time study- 
ing how the tax could be levied and would not be subject to an increase 
or any great deal of manipulation by anyone except the Congress, 
and this bill provides that the Congress will levy a tax of 1 cent per 
pound of butterfat or 4 cents per hundredweight of milk delivered 
at the point of first processing. That is it. But it also provides that 
in case the Secretary and the Advisory Committee find that they do 
not need that $40 million, that they could not use that amount effec- 
tively, the Secretary would be authorized to st ispend it or to cut ii 
down and reduce it. But there is no way under this bill that the Secre- 
tary or anybody else can levy any more of a tax than that actually 
specified in the law. 

The Cuarman. Now, this tax would be imposed on the person who 
first processes it, for any purpose ? 

Mr. Reep. That is right; at the point of first purchase from the 
farmer. 

The Cuatrman. I see. 

Mr. Reep. In other words, when the check was written for the farm- 
er’s milk, 4 cents a hundredweight would be taken off. 

The CHatrMan. Suppose he sells direct to the consumer. What 
would be done then ? 

Mr. Reep. On that, then he pays direct, if he is a producer-dis- 
tributor. 

The Cuatrman. So the purpose is to impose a tax on all milk that 
is obtained from the cow ¢ 

Mr. Reep. That is correct; all that is sold from the farm; all the 
commercial milk. 

The CuatrMan. And it will be based on butterfat content ? 

Mr. Reep. Per pound of butterfat, or 4 cents per hundredweight of 
milk. That balances out, just about. The average test of milk in the 
United States is almost 4 percent fat, 
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The Crairman. And then the bill stipulates how that fund is to be 
used ? 

Mr. Reep. Yes, sir. 

The Cuartrman. And it is more or less for promotion purposes ? 

Mr. Reep. Yes, sir; entirely. It is promotion, advertising, and mar- 
keting research work. 

The Cuatrman. All right. 

Do you want that printed in the record ¢ 

Mr. Reep. Please, sir. It is an appendix of this statement. 

The Cuarrman. It will be placed in the record at this point. 

(The proposed bill is as follows :) 


A PRODUCER-FINANCED PROGRAM FOR THE EXPANSION OF CONSUMPTION OF MILK 
AND Datry PRODUCTS IN THE UNITED STATES 


A BILL To provide for a nationwide program for the expansion of consumption of milk 
and dairy products; to improve the health and well-being of the population ; to promote 
an expanded program of research in dairy marketing; to impose a program fee on the 
production for sale of milk or butterfat ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
in Congress assembled: 

Secrion 1. This Act may be cited as the Dairy Promotion, Marketing and 
Research Act of 1955. 

Sec. 2. LEGISLATIVE FINDING.—Milk and dairy products represent one of the 
most important sources of foods needed for a highly nutritious diet for the 
people of the United States. At present, the people of the United States are 
lagging far behind the people of some other nations in their consumption per 
capita of milk and dairy products. It is in the national interest that farms of 
this country produce milk and dairy products in sufficient volume for the popula- 
tion to have available adequate suppligs of milk and dairy products, and to aid 
in developing a pattern of use of agriculural resources designed to maintain the 
soil resources of the country. It is equally in the national interest that con- 
sumers have available full information as to the benefits to health and well- 
being to be derived from increased consumption of milk and dairy products, and 
that there be undertaken an expanded program of market research which will aid 
in improving quality of milk and dairy products and in making more efficient 
the system of processing and delivering milk and dairy products from farms and 
plants to consumers. 

Sec. 3. DECLARATION OF POLICY.—It is hereby declared to be the policy of the 
Congress to promote a more stable balance between supply of and demand for 
dairy products in the United States through an expanded program designed to 
(a) promote more effective merchandising of milk and dairy products, (b) 
expand the health and education work with consumer groups, (c) promote 
efficiency in marketing and utilization of milk and dairy products through an 
expanded program of marketing research, and (d) to provide the means whereby 
dairy farmers of the United States can finance the program designed to increase 
consumption of milk and butterfat, and research in improved marketing and 
merchandising practices through the payment of a program fee levied at the 
point of first purchase of milk and butterfat. 

Sec. 4. DEFINITIONS.— 

(a) “Milk”, “butterfat”, and “dairy products” mean milk, butterfat, and all 
ee of milk and butterfat commercially produced and marketed in the United 

tates. 

(b) The term “Secretary” means the Secretary of Agriculture, and the term 
“Department” means the United States Department of Agriculture. 

(c) The term “person” means any individual, partnership, corporation, asso- 
ciation, or any other business entity duly organized and operating under the 
laws of the United States or the several States and Territories. 

(d) “Milk producer”, or “producer” means any person engaged in the produc- 
tion of milk or butterfat for sale. 

(e) The term “Board” means the Dairy Advisory Board. 
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(f) “Program fee” means the excise tax levied on the sale of milk and butter- 
fat and collected at the point of first purchase to finance the programs authorized 
by this Act. 

Sec. 5. Darry Apvisory BoAarp.—There is hereby established a Dairy Ad- 
visory Board consisting of twenty members, to be appointed by the President. 
Twelve members of the Board shall be producers of milk or butterfat except 
that six of the producer members of the Board may be officers or employees 
of cooperative associations meeting the requirements of the Capper-Volstead 
Act (7 U. S. C. A. secs. 291-292) ; five members shall be processors of milk and 
dairy products other than producers or cooperative associations of producers ; 
and three members shall be appointed as public members representing the public 
at large: Provided, however, That no person shall have more than one repre- 
sentative on the Board. The Secretary, or his designated representative, shall 
be an ex-officio member of the Board. In appointing the producer and processor 
members of the Board, the President shall: 

(a) Endeavor to secure appropriate regional representation from the several 
important dairy regions of the United States. 

(b) Endeavor to secure appropriate representation of the several major 
products produced from milk and butterfat, including, but not limited to, fluid 
milk, butter, cheese, dry miik solids, frozen products, and condensed and evapo- 
rated milk products. 

Sec. 6. TERMS OF BOARD MEMBERS.—Terms of Board members shall be two 
calendar years, and members may be reappointed for only one additional two- 
vear term at the discretion of the President. 

Sec. 7. The Board shall meet at the call of the Secretary, or upon call of the 
Chairman. Each Board member shall be entitled to receive a per diem of $50 
for each day‘s attendance at Board meetings and while traveling to and from 
such meetings, and travel, subsistence, and other expenses as incurred in dis- 
charging their duties as directed by the Board. 

Sec. & Dutres oF THE BOARD.—The Board shall serve in an advisory capacity 
to the Secretary in the conduct of the Secretary’s duties in administering the 
powers conferred upon him by this Act, including but not limited to the follow- 
ing: 

(a) Advice as to agencies with which the Secretary may contract in carry- 
ing out the promotion, merchandising, and research activities authorized by this 
Act: 

(b) Advice as to the suspension, in whole or in part, of the program fee 
levied under this Act; 

(c) Advice as to the allocation and expenditure of funds collected from the 
program fees among the several activities authorized by this Act. 

Sec. 9. POWERS OF THE SECRETARY.—The Secretary shall have the following 
powers under this Act: 

(a) To allocate the moneys collected from the program fee among the sey- 
eral program activities authorized by this Act and recommended by the Board; 

(b) To contract with nongovernmental organizations or firms which may in- 
clude but are not limited to the American Dairy Association and the National 
Dairy Council, to carry out programs approved by the Board and the Secre- 
tary: Provided, however, That none of the funds collected pursuant to the provi- 
sions of this Act shall be used to promote any brand of any person, or any other 
brand name that might be applied to milk or any of its products. 

(c) In the conduct of the powers and duties conferred on the Secretary of 
Agriculture by this section, it is intended that he shall, with the advice and 
assistance of the Board, have general supervisory control over the allocation 
of program funds and expenditures thereof, to agencies selected by him to con- 
duct the operational details of the several pregrams: Provided, That it is not 
the intent of this section that the Secretary or the Department assume the direc- 
tion of operational details of authorized programs, such as the media or per- 
sons to be used in promotion campaigns, or the format, makeup, or production 
of promotional and merchandising material: And provided further, That none 
of the funds allocated to research programs hereunder shall be considered to 
be in replacement or in lieu of funds appropriated by the Congress for research 
under the Agricultural Marketing Act of 1946, as amended (7 U. S. C. A., secs. 
1621-1629). 

(d) To report and account fully to the President and the Congress the results 
of operations annually, together with an evaluation of the programs authorized 
and operated pursuant to this Act. 
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Sec. 10. PROGRAM FEE.— 

(a) There is hereby levied against all producers of milk and butterfat for 
sale, effective January 1, 1956, a program fee in the amount of 4 cents per hun- 
dredweight of milk delivered from farms to plants, and in the amount of 1 cent 
per pound of butterfat in cream delivered from farms to plants: Provided, how- 
ever, That the Secretary may suspend the application and collection of said 
program fee, in whole or in part, for any calendar year, or part thereof, by 
determining and publishing on or before the first day of the month preceding 
the period for which such suspension is to be in effect, his finding that the full 
amount of the program fee will not be needed to finance and carry out the pro- 
grams authorized by this Act and approved by the Secretary, with the assistance 
and advice of the Board. 

(b) In exercising his power of suspension under the proviso of paragraph (a) 
of this Section, the Secretary shall take into consideration the unexpended bal 
ance available to him in the special fund created for the purposes of this Act 
the budgeted financial requirements to carry out the programs authorized unde) 
this Act and the intent of the Congress that the funds collected under this Act 
should be, as nearly as practicable, commensurate with the estimated costs of 
the programs to be administered during any calendar year, 

(c) Every person purchasing milk, butterfat or any product of an 
butterfat from a producer (except purchases by consumers other than commerci 
processing) shall withhold from the purchase price an amount equal t 
program fee levied herein, and shall remit the sums so withheld to the C 
missioner of the Internal Revenue Service. For the purposes of this secti 
milk, butterfat, and dairy products delivered by a producer to a cooperative 
association of producers shall be subject upon such delivery to the program fee 
levied herein. Returns shall be filed and remittances made monthly by such 
purchasers in accordance with rules prescribed by the Commissioner of the 
Internal Revenue Service. 

(d) Producers of milk, butterfat, or dairy products holding licenses or per- 
mits issued by Federal, State or local agencies authorizing them to sell milk, 
butterfat or dairy products directly to consumers shall file returns and pay 
the program fee on all sales made by them to consumers. 

(e) In fluid milk markets operating under marketing orders issued by the 
Secretary pursuant to the Agricultural Marketing Agreement Act of 1937, as 
amended, handlers subject to the minimum price provisions of such order shall 
withhold from the payments to producers required by such orders a sum 
equivalent to the volume of milk or butterfat received from producers deliver 
ing to them multiplied by the program fee levied herein, and shall file returns 
and make remittances monthly of the sums so withheld to the Commissioner of 
the Internal Revenue Service. 

(f) The Internal Revenue Service shall collect the program fees levied herein 
and shall prescribe such rules and regulations as may be necessary to accom 
plish that purpose. 

(g) The collection of the program fee levied herein shall be enforced in the 
same manner that the collection of Federal excise taxes are enforced, and the 
remedies, penalties, and punishments provided by law or regulation for en 
forcement of Federal excise taxes shall be applicable to the enforcement of 
the program fee. 

Sec, 11. APPROPRIATIONS,—There is hereby appropriated for the fiscal year 
ending June 30, 1956, and for each fiscal year thereafter, an amount equal to 
the total program fee collected by the Commissioner of the Internal Revenue 
Service pursuant to this Act. Such funds shall be maintained in a separate 
fund and shall remain available to the Secretary upon demand, to be used by 
the Secretary only for the purposes authorized and provided for in this Act. 

Src. 12. No member of the Board may hold or acquire any fiscal interest in 
any agency or firm used by the Secretary in carrying out the powers and duties 
conferred upon him by this Act. 

Src. 13. The activities and operations authorized by this Act shall begin 
January 1, 1956; except that the Board may be organized within three months 
preceding the effective date of this Act. The Secretary is authorized to expen: 
from general funds available to him the amounts necessary for the conduct of 
the business of the Board during the period from the date of organization of 
the Board and the effective date of this Act. 
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The Cuairman. Is there anything further you desire to add, Mr. 
Reed ? 

Mr. Reep. No, sir. That completes my statement, and I thank you 
very much for your kindness and your courtesy. 

The Cuatrman. All right. That is what we are here for. 

Mr. Reep. Thank you, sir. 

The Cuarrman. Does anybody else desire to be heard ¢ 

( No response. ) 

The Cuarrman. If not, the committee will stand in recess until 
tomorrow at 10 o’clock. 

(Whereupon, at 11:35 a. m., the committee recessed, to reconvene 
at 10 a. m., Friday, June 24, 1955.) 
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FRIDAY, JUNE 24, 1955 


Untrep States SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 324, 
Senate Office Building, Senator W. Kerr Scott, presiding. 

Present: Senators Johnston, Scott, and Schoeppel. 

Senator Scorr. The committee will come to order. 

Mr. Helm, come forward and give the reporter your name. 


STATEMENT OF FIELDING HELM, PLAINVIEW, TEX. 


Mr. Heim. My name is Fielding Helm, of Plainview, Tex. 
Mr. Chairman, I would like to put all my statement in the record but 
to save time I will just read part of it. 
Senator Scorr. That will be perfectly all right. 
Mr. Heim. I wish to present to the Senate Agriculture Committee 
for myself, a farmer, and the group of farmers L represent, three sim- 


ple amendments to the part of the Government farm program deal- 
ing with price supports for basic farm commodities. 

These amendments are based on sound principles, they apply equally 
well to each of the basic farm commodities, they are easily explained, 
and surveys that have been made indicate that 90 percent of the people 
who are interested in farm programs, both farmers and nonfarmers, 
will approve these amendments. 

In preparing these amendments the fact was remembered that the 
price support farm program, beginning with the Agricultural Ad- 
justment Act of 1935, was approved by Congress in the depth of 
national depression, largely as an antidepression measure. That pro- 
gram was considered purely a domestic issue. The program will be 
greatly simplified if Congress continues to treat the farm program as 
a domestic issue—not as a program to be used by the State Department 
in making treaties to protect the interest of farmers in foreign 
countries. 

The amendments deal with three important problems that have 
arisen in the farm program. 

The first is concerned with the disposal of surplus farm commodi- 
ties, which is another name for commodities produced for export but 
which have not been exported. 

The second amendment would return to the farmer the ri:ht to 
plant what he wants to plant on his farm—the right to plant as much 
of any crop as he wishes without penalty—the right to plan his crop 
rotations and soil-building practices for years ahead, instead of hav- 
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ing to wait each year until he receives instructions from the Secretary 
of Agriculture through — State, and national committees tellin; 
him what he can plant that ye 

The third amendment prov ‘ioe a clear definition of the term “parity 
price.” Under the provision of the third amendment the parity price 
of each farm commodity rises or falls in exactly the same ratio as the 
prices oa nonfarm commodities rise and fall. This certainly is not 
true if a parity price is figured under the new formula. 

Here is a survey that was conducted; we will leave that out. And 
here are some ac knowledgme nts. 1 will leave that out. hen, there 
are some resolutions, which I will leave out. 

Then, we have these bill items. I will read the headings of them: 


y 
S 


To require the sale of surplus commodities. 

To remove limitations upon the production of commodities for export. 

To make permanent the 1950 definition of parity prices for basic farm com 
modities, 

Senator Lyndon B. Johnson asked Senator Allen Ellender to give 
him his reactions to the three proposed amendments. Senator 
Ellender wrote Senator Johnson a letter expressing his opinions. I 
have a copy of this letter and article. 1 want to read the part of the 
letter dealing with amendment No. 1, and discuss this part. Then 
read the part of the letter dealing with amendment 2, and discuss this 
part, and then read the part of the letter dealing with amendment 3, 
and discuss this part of the letter. 

I will start on the letter : 


Hon. LyNvon LB. JOHNSON, 
United States Senate, Washington, D. C. 
Deak SENATOR: AS requested in your letter of April 22, I had the committee 
staff study the three resolutions of the Bosque County Farm Bureau and the 
other material which accompanied your letter and which is returned herewith 


Now, I will get down to the resolutions. I am still quoting— 


Resolution No, 1 would require the Commodity Credit Corporation to dispose 
of its entire inventory of any agricultural commodity in surplus supply in 
accordance with the existing authority contained in section 407 of the Agricul- 
tural Act of 1949. Fifty percent of the commodities so disposed of would be 
sold on a bid basis. The problem of disposing of surplus commodities is one to 
which a great deal of thought has been given by Congress, and considerable 
legislation has been passed to provide for such disposition. While 1 have not 
felt that the Department of Agriculture is doing as competent and aggressive a 

arketing job as it could, I am afraid that a bill foreing it to sell would result 
in its receiving forced sales prices, and would break the market causing distress 
to many of our people. 

Enelosed are a speech IT made April 29, which touches on this problem, and a 
copy of the House Report on H. R. 5239 which, beginning on page 3, discusses the 
need for a more aggressive sales program. 

There would appear to be some conilict between the draft bill and title I of 
the Agricultural Act of 1954—Public Law 690, 85d Congress—which provides for 

t-aside and “insulation” from the market of certain commodities. Some 
iange in the draft bill probably should be made to take this into account. 

Resolution No, 2 provides two-price plans for cotton, peanuts, rice, tobacco, 
and wheat through the simple expedient of exempting exports from marketing 
penalties. Producers would be entitled to price suppert only on the quantity 
produced within their marketing quotas. Excess plantings would not be taken 
into account in computing future acreage allotments. A description of the 
manner in which such a program would probably be administered is described 
on page 24 of the enclosed Study of Various Two-Price Systems of Price Support 
and Marketing Which Could Be Made Applicable to Rice. The Department 
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suggests on page 25 that “complex administrative procedures required for the 
operation of this plan would give rise to serious questions as to its practica- 
bility.” 

While a plan of this sort merits serious study, it does pose two difficult prob 
lems: First, since quotas now include estimated exports, the draft bill provides 
price support for commodities produced within quotas for normal export require 
ments, as well as permitting unlimited ex-quota production for sale for export 
Under such an urrangement the Government would be faced as a matter of 
course with a large loss on the quantity purchased at support prices whic! 
would have to be exported. 

The normal supply figures used in connection with 1955 quota determinations 
included 4.5 million bales of cotton for export as opposed to 9.1 million bales of 
domestic consumption ; 220 million bushels of wheat for export as opposed to 704 
million bushels for domestic consumption; and 26 million hundredweight of rice 
for export as opposed to 26,857,000 hundredweight for domestic consumption 

The second principal problem is that of preventing the exported commodities 
or similar commodities produced in other countries from coming back into this 
country. Section 22 of the Agricultural Adjustment Act could probably be made 
effective for this purpose, but I believe that this problem is one that should re- 
ceive serious consideration. There has been considerable interest in Congress 
this session concerning two-price plans and our committee has scheduled hear 
ings beginning May 23 on two-price plans for rice. 

Resolution No. 3 provides for continuing the use of the higher of the old or 
new parity formula for the basic agricultural commodities. Since the parity 
formula is a standard of measure it would seem that it ought to be uniform for 
all commodities, and that all commodities should be treated equally under it. It 
is of course not a perfect standard and it may be that it cannot be made to fit all 
commodities. 

The use of an alternative parity formula has been approved by this committee 
in the past in the expectation that the two formulas would approach each other 
during a transition period. I am not sure that this has occurred, but I would 
want to consider quite carefully any extension of this period during which 
alternative formulas would be applicable to the basic commodities. 

With best personal regards, I am, 

Sincerely yours, 
ALLEN J. ELLENDER, Chairman. 


To repeat Senator Ellender’s comments on each amendment and dis- 
cuss these comments in detail : 


Resolution No. 1 would require the Commodity Credit Corporation to dispose 
of its entire inventory of any agricultural commodity in surplus supply in ac- 
cordance with the existing authority contained in 407 of the Agricultural Act of 
1949. Fifty percent of the commodities so disposed of would be sold on a bid 
basis. The problem of disposing of surplus commodities is one to which a great 
deal of thought has been given by Congress, and considerable legislation has been 
passed to provide for such disposition. While I have not felt that the Depart- 
ment of Agriculture is doing as competent and aggressive a marketing job as it 
could, I am afraid a bill forcing it to sell would result in its receiving forced-sale 
prices, and would break the market causing distress to many people. 

Enclosed are a speech I made April 29, which touches on this problem, and a 
copy of House report on H. R. 5239 which, beginning on page 3, discusses the 
need for a more aggressive sales program. 

There would appear to be some conflict between the draft bill and title I of 
the Agricultural Act of 1954, Public Law 690, 83d Congress, which provides for 
set-aside and “insulation” from the market of certain commodities. Some change 
in the draft bill should be made to take this into account. 

In regard to Senator Ellender’s comments on resolution No. 1, and 
to Secretary of Agriculture Benson’s action in disposing of surplus 
farm commodities, let us consider this: 

For a number of years the farmers’ allotments of basic commodities 
have been the amounts of these commodities needed for domestic con- 
sumption plus the amounts needed for normal export. 

64440—55—pt. 1 22 
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Under the law, the Secretary of Agriculture, through the Com- 
modity Credit Corporation, is authorized to sell basic commodities 
produced for normal export on the export market at competitive 
world prices. Obviously, the Secretary cannot sell them on the export 
market at prices higher than competitive prices. 

If, each year, the Secretary of Agriculture had sold for export 
those basic commodities produced in the United States for normal 
export, as he is authorized to do, there would be no surplus basic 
farm commodities stored in Government warehouses in the United 
States. Furthermore, under such conditions, we would not have lost 
our export business in those commodities. 

The amounts of basic farm commodities stored in Government ware- 
houses are the amounts of these commodities, produced for normal 
export, which were acquired by the Commodity Credit Corporation 
but which were not exported. 

The Secretary of Agriculture did not sell these commodities. <Ac- 
cording to information secured by Congressman Jamie L. Whitten, 
of Mississippi, the Secretary did not even offer these commodities 
for sale on the export market at competitive prices. 

Congress enacted the law authorizing the Secretary of Agricul- 
ture to sell these farm commodities. Congress can amend the law 
so that the Secretary is not only authorized, but also is directed to 
sell these commodities on the export market at these prices. These 
directions are provided for in the amendment covered by resolution 
No. 1. No other simple, practical, suggestion has been offered which 
will so effectively solve the surplus problem. 

If Congress approves a bill covering resolution No. 1, it does not 
follow that the Commodity Credit Corporation has to immediately 
sell or dump all of its present surplus stocks of farm commodities 
on the export market, and in this way break the prices of these com- 
modities on this market. 

The bill can be worded so that each year in the future the com- 
modities for normal export, covered by farm allotments, will be sold 
on the export market at competitive prices. Also, the bill can pro- 
vide that our present large stocks of these commodities will be mar- 
keted in an orderly manner. That is, the bill can be worded so that 
the United States can and will dispose of her surplus stocks of farm 
commodities, and compete for new world markets. 

Mr. Whitten, in a report on H. R. 5239, suggested that our stock 
of surplus farm commodities be sold on the export market at a 
gradual rate, over a 5-year period. Mr. Whitten has made an extensive 
study of this subject and, therefore, is well qualified to prepare a bill 
covering the disposal of farm commodities produced in the United 
States for normal export. If Mr. Whitten prepares such a bill, it is im- 
portant that the bill contain provisions in which the Secretary is 
directed and required to sell each year at competitive prices on the 
export market, or to speculators who will later sell on the export 
market, that part of the farmer’s farm allotments that are produced 
for normal export. 

The Secretary of Agriculture has told the people over and over 
and over again that the reason we have immense stocks of basic farm 
commodities stored in Government warehouses in the United States 
is because of high rigid price supports and the remedy for this con- 
dition is flexible price supports. 
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The truth is, we have large stocks of basic farm commodities stored 
in Government warehouses because the Secretary of Agriculture did 
not—as he is authorized to do—sell the basic farm commodities pro- 
duced in the United States for normal export. 

Every country in the world, with the exception of the United States, 
sells its surplus farm commodities on the free world market at com- 
petitive prices. Because we are not, other countries are increasing 
their production and taking over our export business. 

Senator Ellender, in an address at Memphis, Tenn., on April 29, 
1955, pointed out that Brazil, Egypt, Paraguay, and Mexico all 
undercut American prices on cotton in order to sell their stocks on 
the world market. Senator Ellender also said, “Our Government 
does not permit American exporters to compete actively on the world 
cotton markets.” 

As we lose our export markets for farm commodities, the Secre- 
tary of Agriculture demands more and more drastic cuts in the size 
of the farmer’s allotments of these commodities. 

Congress should take the farm program out of the hands of the 
international politicians and treat the exporting of farm commodities 
as a business proposal. Doing these things will curb the power of the 
State Department and curb the power of the Department of Agricul- 
ture to control the farms in the United States. Such action may bring 
strong opposition from the Secretary of State and from the Secretary 
of Agriculture. Few men like to have their powers curbed or to have 
it insinuated that they are improperly using the powers they have. 

If opposition comes from these sources, Congress should consider 
what the spokesmen for these departments say, but insist that the 
just rights of the farmers be protected, the constitutional rights to 


produce and sell all of the farm commodities the farmers wish to pro- 
duce and sell on the export markets of the world. Congress can give 
the farmers this right and still retain in the farm program the anti- 
depression price-support principle which received the approval of 
Congress and the people in 1933. 

Commenting on the second resolution, Senator Ellender said in his 
letter : 


Resolution No. 2 provides two-price plans for cotton, peanuts, rice, tobacco, 
and wheat, through the simple expedient of exempting exports from marketing 
penalties. Producers would be entitled to price supports only on the quantity 
produced within their marketing quotas. Excess planting would not be taken 
into account in computing future acreage allotments. A description of the 
manner in which a program would probably be administered is described on 
page 24 of the enclosed Study of Various Two-Price Systems of Price Support 
and Marketing Which Could Be Made Applicable to Rice. The Department 
suggests on page 25 that “complex administrative procedures requires for the 
operation of this plan * * * would give rise to serious questions as to its 
practicability.” 

While a plan of this sort merits serious study, it does pose two different 
problems. First, since quotas now include estimated exports, the draft bill 
provides price supports for commodities produced within quotas for normal 
export requirements, as well as permitting unlimited ex-quota production for 
sale for export. Under such an arrangement the Government would be faced as 
a matter of course with a large loss on the quantity purchased at support prices 
which would have to be exported. 

The normal supply figures used in connection with 1955 quota determinations 
include 4.5 million bales of cotton for export as opposed to 9.1 million bales for 
domestic consumption; 220 million bushels of wheat for export as opposed to 
704 million bushels for domestic consumption; and 26 million hundredweight 
of rice for export as opposed to 26,875,000 hundredweight for domestic con- 
sumption. 
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The second principal problem is that of preventing the exported commodities 
or similar commodities produced in other countries from coming back into this 
country. Section 22 of the Agricultural Adjustment Act could probably be made 
effective for this purpose, but I believe that this problem is one that should 
receive serious consideration. There has been considerable interest in Congress 
this session concerning two-price plans and our committee has scheduled hear 
ings beginning May 23 on two-price plans for rice. 

Actually, the draft bill was not sufficiently clear on the administra 
tion of the program, for the two-price sy stem proposed in this resolu- 
tion is not to be administered in the way Mr. Morse proposes to admin 
ister the two-price system for rice. 

The amendment in the draft of the bill proposes no changes in the 
administration of the present Government farm program. The com 
modities produced in excess of the farm allotments are to be taken 
care of in the same way in which wheat, produced in excess of the 
farmer’s wheat allotment, has been taken care of in the past under the 
present farm program, with the exception that these commodities pro- 
duced in excess of the farm allotments can be sold for export without 
any penalties being paid. 

In the past, no marketing cards have been required for wheat, stat 
ing how much can be sold on the domestic market. No records have 
been kept of each cash sale of wheat each farmer made on the domestic 
market in the United States, when farmers have planted wheat in 
excess of their farm allotments. 

No such cards and records will be required for wheat or for other 
commodities, and no penalties will be paid on these commodities sold 
for export under the proposed amendment. None of these will have 
to be done under the provisions of the two-price system proposed under 
Resolution No. 2, as Mr. Morse says would have to be done under the 
provisions of the two-price system for rice as he explained it. 

Simple regulations will be required that will guarantee that those 
commodities which are sold for export will be exported. 

Regardless of whether Congress approves or does not approve the 
amendment under Resolution No, 2, the Government faces exactly the 
same loss in administering the farm program, that is, the loss on the 
quantity of these commodities included in the farm allotments for 
normal export, the quantity is the same whether the program is 
amended or not, which would be pure hased at support prices, exported, 
and sold at e ompet: itive world prices. 

The provision in the draft bill that permits the farmers in the 
United States unlimited ex-quota production gives the farmers in the 
United States the same privilege farmers in every other free country 
in the world have, the privilege to produce all the basic farm com- 
modities they wish to produce for export. They can compete for new 
export markets, and with aggressive salesmans hip secure export busi- 
ness in addition to what is known as normal export. 

Because of the way the present price support farm program is be- 
ing administered, cotton farmers in Mexico, and in other foreign 
countries can make more money raising ee than can the cotton 
farmers in Texas, Louisiana, Mississippi, California, and other 
cotton-producing States in the United States. The cotton farmers in 
fore in countries can produce all of the cotton they wish to produce, 
sell it on the export market at prices slightly lower than the support 
price of cotton in the United States, while the cotton farmers in the 
United States are prohibited by law—-excessive penalties—from pro- 
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ducing all the cotton they wish to produce to sell on this same export 
market. If C ongress approves the amendment proposed under Reso- 
lution No. 2, this condition will not continue to exist. 

If Congress approves the amendment proposed under Resolution 
No. 2, the Government will no longer be attempting to do the impos- 
sible—attempting to regulate the world price of basic farm commodi- 
ties by regulating the production of these commodities in the United 
States. 

If Congress approves the amendment proposed in Resolution No. 2, 
most of the objectional features will be removed from the farm pro- 
gram—the Secretary of Agriculture will no longer have the authority 
to tell each farmer in the United States what he can and cannot plant 
on his farm. If Congress approves this amendment all of the good 
features of the antidepression price-support principle will be retained 
in the farm program. 

However, if Congress approves the amendment proposed in Resolu- 
tion No. 2 it may hurt, and therefore cause a howl from the men in 
the United States who are financing the production of basic farm 
commodities, especially cotton, in foreign countries. 

Senator Ellender explained reasons for the new parity formula in 
his letter as follows 

Resolution No. 3 provides for continuing the use of the higher of the old or 
the new parity formula for the basic agricultural commodities. Since the parity 
formula is a standard of measure it would seem that it ought to be uniform for 
all commodities, and all commodities would be treated equally under it. It is, 
of course, not a perfect standard and it may be that it cannot be made to fit 
all commodities. 

The use of an alternative parity fornfula has been approved by this committee 
in the past in the expectation that the two formulas would approach each other 
during a transition period. I am not sure that this has occurred, but I would 
want to consider quite carefully any extension of this period during which 
alternative formulas would be applicable to the basic commodities. 

Let us look back to the time when the Agricultural Adjustment Act 
of 1933 was approved by Congress. It was approved during the 
depth of a national depression, and C ongress established its police; y as 
follows: 

To reestablish prices to farmers at a level that will give agricultural com- 
modities a purchasing power with respect to articles that farmers buy, equiva- 
lent to the purchasing power of agricultural commodities in the base period. 

In 1933, fixed base periods were selected in which the price of the 
farm commodity, or the group of farm commodities under consid- 
eration, was in reasonable balance with the prices of nonfarm 
commodities, 

During the 17 years this policy was maintained, from 1933 to 1950, 
the financial ceastiaien of the farmer and the financial condition of 
other groups of workers in the United States was raised from the 
depth of the depression of 1935 to the relative prosperity of 1950. 
Therefore this policy has been proved to be a good policy. 

Now, under the provisions of the new formula for figuring parity 
prices the base period is changed to a moving base period—a base 
period in which no farmer is assured that the price of the commodity 
he is producing, after the parity price is adjusted, will be a price that 
is in reasonable balance with the prices of the nonfarm commodities 
he has to buy. 
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As a matter of fact, the new formula for figuring parity prices 
provides a lower purchasing power for all grains and cotton, as 
compared to the purchasing power of these same commodities when 
figured for support-price purposes under the provisions of the old 
formula. 

Income and purchasing power of the average farmer is much lower 
today than is the average income and purchasing power of non- 
farmers. 

Because of these facts, it is not advisable for Congress to change 
its method of figuring parity prices. Substituting the new parity 
price for the old parity price, as this would force farm income to still 
lower levels. 

It is hoped that Members of Congress will vote for the continuing 
use of the old parity price or the new parity price, whichever is 
higher, as proposed in the amendment in Resolution No. 3 

Gentlemen, to compare the two-price system I have here, compared 
with the wheat prgram that is being proposed in Congress at the 
present time: A farm program is good or bad as compared to some 
other farm program. The market certificate wheat progr: a two- 
price system—as presented in H. R. 12, when originally approved by 
the House Agricultural Committee, is explained here so that it can 
be compared to the two-price system for wheat covered by the amend- 
ment in Resolution No. 2. 

The market certificate wheat program in bill H. R. 12, 84th Con- 
gress, compared to marketing quotas and Government loans on basic 
farm commodities: In this report, supporting the prices of the farm- 
ers’ wheat allotments by means of wheat-marketing certificates plus 
Government loans on wheat, as is provided for in TT. R. 12, is com- 
pared to supporting the prices of the farmers’ farm allotments of all 
basic farm commodities, including wheat, by means of marketing 
quotas and Government loans. Marketing quotas and Government 
loans are the methods that have been used to support prices of farm 
commodities since 1938, 

Provisions in H. R. 12: If Congress approves bill H. R. 12, and in 
the referendum over 50 percent of the farmers’ vote in favor of the 
market certificate wheat program, the Secretary of Agriculture will 
Le required to proclaim : 


“Marketing quotas and acreage allotments for wheat shall not be in effect. 
The Secretary can immediately reverse himself and proclaim: 


Compliance by the producer with acreage allotments is prescribed as a con- 
dition of eligibility for the receipt of wheat-marketing certificates. (H. R. 12, p. 
12, line 1 (¢).) 

Market certificate wheat program—with acreage allotments, com- 
pared to marketing quotas for all basic farm commodities: If the 
market certificate wheat program is enacted into law and the Secre- 
tary proclaims— 

Compliance by the producer with acreage allotments is a condition of eligibility 
for the receipt of wheat-marketing certificates— 


the following things will happen : 
First, each farmer producing basic farm commodities—wheat, cot- 
ton, corn, rice, tobacco, and peanuts—will have acreage allotments. 
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Second, each farmer producing basic farm commodities will receive 
90 percent of parity prices for all the basic farm commodities the 
farmer produces on his acreage allotments, with the exception of the 
wheat farmer. 

Third, the wheat farmer will receive 100 percent of parity price 
for approximately half, 50 percent, of the wheat he produces on his 
wheat-acreage allotment. The price of the remainder of the farmer’s 
wheat produced on his acreage allotment, at the option of the Secre- 
tary will be supported by means of a Government loan, the amount 
of the loan to be determined by the Secretary. 

It is predicted the Secretary, under the market certificate wheat 
program, will set a loan price on wheat just high enough so that wheat 
in the United States will not sell on the export market at competi- 
tive prices and, therefore, will not move out of the United States. 

This is an explanation of how it would operate, and it says: 

Current prices received for wheat in the export market are around $1.70 to 
$1.80, hardly high enough to permit exports without a small subsidy, even 
though the loan rate were $1.65 at the farm rather than the current $2.24 a 
bushel. Hence, we do not expect any increase in exports from the 1954 crop 
under certificate plan, as compared with the current program. 

Senator Jounsron. By whom is that put out? 

Mr. Heim. It is put out by the House Agricultural Committee, ex- 
plaining how H. R. 12 would work. 

The heading is: “House of Representatives, Library of Congress, 
Legislative Reference Service, Washington 25, D. C. Estimate of 
possible Operation of Certificate Plans for Wheat in 1954, as Com- 
pared With the Present Program.” 

Senator Scorr. Mr. Helm, you mentioned one thing there that—I 
think I understood you right—my observation and from what I have 
heard others testify here, there is not any question but what the State 
Department is playing international politices with our surplus prod- 
ucts. 

Mr. Heim. That is the trouble. If we had normal export, we would 
not have any surplus. 

Mr. Whitten had the Secretary before his committee and they ad- 
mitted they were not selling basic farm commodities for export at com- 
petitive prices. 

Senator Scorr. I am kind of like you. As a farmer, I do not feel 
like we ought to be blamed for all this. 

Mr. Heim. We should not be blamed for any of it. The trouble is 
caused by the way the program is being administered. 

I have been here a number of times talking to Members of Congress 
about the two-price system, and practically everybody that is inter- 
ested and who is informed, say they are for the two-price system but 
they say you run against opposition from the State Department. 
There is no single Senator or Congressman who can put over a bill 
in opposition to the State Department. 

Senator Jounsron. I hate to say it but the State Department is 
looking out after other countries instead of the United States, too. 

Mr. Hetm. That is it exactly. 

Senator Jounston. They are so afraid they will do something or 
sell some goods in competition with some other country. 

Mr. Hevm. That is all that is wrong with the program. 
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Senator Jounston. I understand we had a large amount of wheat 
sold, but notified other countries, then Canada made the sale. Why 
should we tell everybody when we are fixing to sell wheat ? 

Mr. Heim. When the Senate approves a bill, the Secretary of Agri- 
culture has to administer it. Let the Secretary administer it for a 
year. Then, go over his regulations and anything that is wrong 
should be corrected by amendments to the bill. 

Senator Jounsron. Our farmers in this country need help and as- 
sistance and cannot get it. But, let some other country need a little 
help and assistance and they will give it to them. They increased 
the rate of interest from 3 to 5 percent but they will turn around 
and give billions to foreign countries. 

Mr. Heim. That is right. 

Take parity, for example. They changed the definition for parity. 
When you change the base period you destroy the whole principle 
of parity prices, 

Senator Scorr. Do you feel right at that point, Mr. Helm, that 
instead of reducing the parity price to come down to where it will 
sell, that you ought to go the other way ? 

Mr. Het. No, the parity price affects only the support price. 
You should not take parity prices into consideration when selling for 
export. When you export, you have to meet competition. That is 
the only way you can sell it. So you disregard the parity price. 
You have to sell at competitive prices. 

Senator Scorr. You would on that part that is domestically con- 
sumed 4 

Mr. Heim. Yes, I would keep the support price at parity or at 
90 percent of parity. 

The real trouble is, you have a man administering the farm program 
W ho cloe Ss not believe i in pr ic e supports. 

Senator Jounston. That is what you are up against. 

Mr. Heim. That is it exactly. 

Of course, I am presenting this as a nonpartisan farm program. 

Senator Scorr. I will say here, Mr. Helm, the various members of 
this committee are on other subcommittees, as well, but around this 
table, here, we act in a very nonpartisan way. 

Mr. Heim. I know you do. 

Senator Scorr. And we express ourselves very freely and we have 
Republican sup port as well as Democratic support. They are trying 
to find out what is the thing to do, but it is the general consensus, as 
[ have observed in discussions, here, that both sides agreed that if the 
Department of Agriculture and the State Department wanted to do 
this thing and wanted to balance this thing out, they could do it. 
They have the power to do it now. 

Mr. Heim. We do not need any new laws giving the Secretary more 
authority. We do need amendments to the present law to correct 
mistakes that have been made in administering the law. 

What I would like to see written in the bill is details of administra- 
tion. 

Senator Scorr. That is about the sentiment we have found, here. 

Mr. Heim. Senator Daniel asked to have these amendments put in 
bill form. 
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Senator Jounsron. We are up against this: We have to get some of 
these commodities out of the United States. We cannot use them all 
here in the United States. We might just as well face facts. 

Mr. Heim. The State Department says if you sell these commodities 
now, you cannot get what you gave for them and you lose money. 
But you lose a lot more if you do not sell them at all and do not get 
anything. 

Senator Jonnston. We have to sell them at the world market price 
and pay the difference somewhere there, to somebody, or we are going 
to have them on our hands. 

Mr. Heim. That is all you can do. That is the only solution and 
that is what I propose in this statement. 

Senator Scorr. I do not think we have any moral right whatsoever 
to destroy food. 

Mr. Heim. I think you have to sell it on the export market for com- 
petitive prices. 

Senator Jounston. We can offer some premium to these people who 
are using our money, and give them money to buy our surplus farm 
commodities. 

Mr. Heim. That is right. 

Senator Jounston. And use, say, the difference between the world 
market and ours, to deduct from them. 

Mr. Heim. Congressman John Dowdy expressed an idea that sounds 
pretty good to me. He suggested that we sell some of these surplus 
commodities back to farmers. At a price low enough so farmers will 
buy — to fill out their acreage allotments instead of raising the 
cotton. I do not believe the St: 1te Department would object to ; this. 
You could dispose of it that way and nobody would object. 

Senator Jounsron. That isa new thought. 

Mr. Heim. Put the price down low enough so that farmers can af- 
ford to buy it instead of raising it and you will get rid of it in a hurry. 

Senator Jounsron. The farmer would be glad to do that because it 
would cost him that much to make it. 

Mr. Hevtm. That is right. 

Senator Jounsron. I think you may have a thought, there. 

Mr. Hewo. It is not original. As I said I got the idea from Con- 
gressman John Dowdy of Texas. 

Senator JoHnstTon. It is worth consideration, though. 

Senator Scorr. Proceed, Mr. Helm. 

The farmer will have to plant his full wheat acreage allotment each 
year, under this program, if the farmer continues to receive his full 
quota of wheat marketing certificates. 

Market certificate wheat program—without acreage allotments: If 
the market certificate wheat program is enacted into ‘law and the Sec- 
retary does not proclaim “Compliance by the producer with acreage 
allotments is a condition of eligibility for the receipt of wheat market- 
ing certificates,” the following things will happen: 

First, surplus wheat, under this program—without acreage allot- 
ment heat a farmer plants, in any year, the more wheat 
marketing certificates the farmer will receive the following years. 
Naturally, such a provision in the program will cause increased pro- 
duction of wheat in the United States, which in turn will cause increase 
in the stocks of surplus wheat in the United States. 
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Second, price per bushel for wheat—dumping, the money the farmer 
receives for all the wheat he produces on his “farm, under this farm 
program, will be the amount of money he receives for his wheat when 
he sells it on the local market, plus the amount of money the farmer 
receives when he sells his wheat marketing certificates. The average 
price per bushel the farmer will receive for his wheat, under this pro- 
gram, will be the total amount of money the farmer receives for his 
wheat plus the amount of money the farmer receives for his wheat 
marketing certificates, divided by the total number of bushels of wheat 
the farmer produced and sold. This average price per bushel for 
wheat the farmer will receive, will be above the competitive export 
price for wheat, but it will be below the United Stats Government 
support price for wheat. 

Under these conditions when an individual farmer can make a profit 
produci ing and selling wheat at the Government support price, but 
will lose money selling his wheat at the competitive export price, then 
the wheat farmer, under this program, will have to take a part 
of the profit he makes producing wheat for the domestic market and 
lose this profit selling wheat on the export market. This farmer will 
have to take his loss, under this program, if he continues to receive 
wheat marketing certificates, and thus continues to sell a part of his 
wheat at 100 percent of parity price. 

This action by the farmer, under this program, producing wheat to 
sell on the market at a loss is called dumping. This wheat will be 
dumped either on the export market, or dumped into United States 
Government warehouses. 

To summarize: Under the provisions of the market wheat program 
the wheat farmer will receive 100 percent parity prices on approxi- 
mately one-half, 50 percent, of the wheat these farmers produce on 
their wheat acreage allotments—but all other farmers producing basic 
farm commodities, cotton farmers, corn farmers, tobacco farmers, rice 
farmers, and peanut farmers, will receive 90 percent of parity price 
on all—100 percent—of the commodities they produce on their farm 
acreage allotments. 

Also, under the market-certificate wheat program when this program 
is used without acreage control or acreage allotments, there is an incen- 
tive for a wheat farmer to increase his production of wheat, and thus 
build up a larger stock of surplus wheat in the United States. Also, 
as was stated before, the market certificate wheat program, even with 
acreage allotments, will cause dumping—either dumping in the export 
market, or dumping into United States Government warehouses. 

Dumping, in this article, is defined as the sale of wheat that has been 
produced by an individual, to sell on the market at a price below this 
individual’s cost of production. 

Suggested amendments to bill H. R. 12: Bill H. R. 12 should be 
amended so that farmers will be allowed, in the referendum, to vote 
in favor of a good: 2-price system in lieu of marketing quotas—a 
good 2-price system contains the following specifications: 

(a) a 2-price system in which the farmer will receive 90 percent 
of 100 percent of parity prices for all the wheat farmer produces on 
his acreage allotments, regardless of whether the farm allotments are 
in acres or in pounds. 

(4) A two-price system in which the farmers will be allowed to raise 
all the wheat they wish to raise in excess of their farm allotments, 
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without being fined or penalized for overproduction—the excess wheat 
thus produced to be sold only for export. The farmer who produces 
wheat in excess of his farm allotments is to do so at his own financial 
risk, that is on this excess wheat the farmer is to receive no Govern- 
ment loan or other Government support price. 

(c) A two-price system which will offer the individual farmer no 
incentive to produce any wheat to sell on the market at prices below 
the individual farmer’s cost of production. 

Do a bit of thinking—bill No. 2: The bill covering Resolution No. 2, 
approved by the Bosque County Farm Bureau, contains all the quali- 
fications, specified above, provisions that should be in a good two-price 
system. This bill, hereinafter called bill No. 2, could be restricted 
to wheat, however the bill as it is written covers all basic farm 
commodities. 

Should the farmers be permitted to vote in a referendum in favor of 
bill No. 2 in lieu of marketing quotas? 

Summary: If Congress approves the three amendments proposed in 
this paper in a relatively short time, there will be no unneeded surplus 
basic farm commodities stores in Government warehouses in the United 
States. 

The intelligent farmers in the United States—and we have many 
intelligent farmers—can plan their crop rotations and soil-building 
practices according to the way they know is best, and thus in their 
localities set examples for better farming. 

Also, the term “parity price” for any farm commodity will be defined 
as a price in which the price of the commodity is in reasonable balance 
with the price of nonfarm commodities. 

The three amendments herein proposed can easily be made workable 
by the members of the Senate Agricultural Committee. 

There is one more thing I would like to bring in here. I mentioned 
a survey and I said I believed 90 percent of the people would be in 
favor of it. Well, I want to tell you what happened. 

In 1949, they convinced Mr. Jack Porter in Texas that if the Republi- 
cans won, they would have to get a good farm program. 

Senator Scorr. How long ago was that? 

Mr. Heim. In 1949. They also asked Porter to see me. Porter 
told me that Joe Martin was coming down there to visit, and he told 
me if I came down there he would see I got to talk to Mr. Martin. I 
talked to him for about an hour and Mr. Martin told me, “I do not 
know anything about the farm program, but if you come to Washing- 
ton when Congress convenes, I will see that you get to present your 
ideas to the leaders of the Republican Party.” 

I came here and he sent me to Clifford Hope. Mr. Hope said that 
the Democrats had control at that time and they did not want to pre- 
sent a farm program. I phoned Jack Porter and told him I was up 
here with a farm program but the Republicans did not want a pro- 
gram ;” that I would like to talk to Senator Taft. 

He phoned back and got me an appointment with Senator Taft. 
Senator Taft told me the same thing, they did not want to present 
any farm program, at that time. 

Then I had another idea. I said to Mr. Hope, “Suppose I do this. 
Suppose I write an article and compare what I am advocating”— 
I was advocating some amendments to farm programs, pretty much 
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like I am advocating now—“to the farm program as it is now, and 
compare it as it will be with these amendments, and also compare it 
with the Brannan program. Then circulate that in a few counties 
among farmers and get public reaction ?” 

He said, “I will be glad to see you do that.” 

I said, “If you will give me a letter stating that fact, I can get sup- 
port and make the test.” 

He gave me a letter. 

Then, I went over to Joe Martin and I told him what Hope said, 
and I said “Now, if you will give me a letter, it will add still more 
prestige,” and he gave me one. 

I have Martin’s letter, here. 

OFFICE OF THE MINORITY LEADER, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., May 2, 1950. 
Mr. FreLpDING HELM, 
Clifton, Tez. 

Dear Mr. Hetm: You have asked for my comment on your proposal to circu- 
larize the farmers in a selected number of counties requesting them to indicate 
their preference between three farm programs, and also soliciting their sug- 
gestions on farm legislation. 

As I understand it these three programs consist of the present Government 
farm program, the Brannan plan, and a proposal of your own. 

I do not see how it could fail to interest Members of Congress to obtain the 
opinions of farmers along the line you suggest. For such a poll to be of value 
it would need to be handled scientifically and, of course, it is understood that 
each program under discussion will be presented with complete fairness. 

Sincerely yours, 
JOSEPH W. MARTIN, Jr. 

I got this letter from Martin and one from Hope, and then I went to 
Bob poage and asked if he would give me a letter, and he gave me a 
letter. 

Then I went to Mahon—he is my Congressman—and he gave me 
a letter. 

I wrote the article and circulated it in two counties. 

A local committee was appointed which collected enough money 
to pay for publishing and mailing it. We mailed a copy to every mail- 
box in those two counties. The counties were about 500 miles apart. 

Ninety-seven and a half percent of the people voted in favor of 
these proposed amendments, as compared with the program as it was 
without the amendments. 

I do not know whether you will be interested in this or not, but I 
believe I could write an article comparing these amendments that I 
am proposing, to the farm program as it is now, just use the material 
out of this article and circulate it. 

I believe the people in the cities would favor them. I think peo- 
ple in the cities would be in favor of selling the surplus at competitive 
world prices. 

Senator Scorr. I think it would be helpful. I could not see any 
harm in it, to do that. 

Mr. Hetm. Well, this is the point: I can write an article. I, and if 
T can say that you, for instance, would be interested in the results, they 
will publish it. 

Senator Scorr. I would be interested and I think the whole com- 
mittee would be. 

Mr. Heim. If you will make some kind of statement and let me 
use it, I will write the article and mail it to the editors of a number 
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of farm papers all over the United States. There is no question in 
my mind as to what the results will be. I think we will get the same 
results we secured when a paper was circulated in two counties in 
Texas. 

Senator Scorr. Now, how much of this do you want to appear in 
the record ? 

Mr. Het. I want this paper to go in the record. 

Senator Scorr. Mr. Helm’s prepared paper will appear iff the rec- 
ord at this point. 

(The document referred to follows :) 


STATEMENT FILED BY FIELDING HELM, PLAINVIEW, TEx. 


I wish to present to the Senate Agriculture Committee for myself, a farmer, and 
the group of farmers I represent, three simple amendments to the part of the 
Government farm program dealing with price supports for basic farm com- 
modities. 

These amendments are based on sound principles, they apply equally well to 
each of the basic farm commodities, they are easily explained, and surveys that 
have been made indicate that 90 percent of the people who are interested in 
farm programs, both farmers and nonfarmers, will approve these amendments, 

In preparing these amendments the fact was remembered that the price sup- 
port farm program beginning with the Agricultural Adjustment Act of 1933 was 
approved by Congress in the depth of national depression, largely as an anti- 
depression measure. That program was considered purely a domestic issue. 
The program will be greatly simplified if Congress continues to treat the farm 
program as a domestic issue—not as a program to be used by the State Depart- 
ment in making treaties to protect the interest of farmers in foreign countries. 

The amendments deal with three important problems that have arisen in the 
farm program. 

The first is concerned with the dispesal of surplus farm commodities, which is 
another name for commodities produced for export but which have not been 
exported. 

The second amendment would return to the farmer the right to plant what he 
wants to plant on his farm—the right to plant as much of any crop as he wishes 
without penalty—the right to plan his crop rotations and soil building practices 
for years ahead, instead of having to wait each year until he receives instruc- 
tions from the Secretary of Agriculture through county, State, and national com- 
mittees telling him what he can plant that year. 

The third amendment provides a clear definition of the term “parity price.” 
Under the provision of the third amendment the parity price of each farm com- 
modity rises or falls in exactly the same ratio as the prices of nonfarm com- 
modities rise and fall. This certainly is not true of the parity price as figured 
under the new formula. 

SURVEY CONDUCTED 


The definition of “parity price” was not an important issue in 1950. However, 
the other two problems were being considered then, and I proposed amendments 
then covering these other two problems similar in principles to the ones I am 
proposing now, these received overwhelming popular support in areas where a 
survey was conducted. 

The survey was carried out because of apparent interest of Members of Con- 
gress. Following is a copy of one letter received at that time: 


Orrice oF MINoriITy LEADER, 
House or REPRESENTATIVES, 
Washington, D. C., May 2, 1950. 
Mr. Frr_pinc Heim, 
Clifton, Tea. 

Dear Mr. Hetm: You have asked for my comment on your proposal to cir- 
cularize the farmers in a selected number of counties requesting them to indicate 
their preference between three farm programs, and also soliciting their sugges- 
tions on farm legislation. 

As I understand it these three programs consist of the present Government 
farm program, the Brannon plan, and a proposal of your own. 
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I do not see how it could fail to interest Members of Congress to obtain the 
opinions of farmers along the line you suggest. For such a poll to be of value 
it would need to be handled scientifically and, of course, it is understood that 
each program under discussion will be presented with complete fairness. 

Sincerely yours, 
JosEPH W. MARTIN, Jr. 


Similar letters were received from Congressmen Clifford R. Hope, W. R. Poage, 
George Mahon, and a number of others. 

Copies of the articles comparing the three farm programs were sent to each 
mailbox in Hale County and Bosque County, Tex., two widely separated areas 
where the principal business is farming. Answers were received from 10 percent 
of the copies mailed, and 97 percent of the answers were in favor of the amend- 
ments to the Government program I proposed. 


ACKNOWLEDGMENT 


Before presenting the proposed amendments to the farm program, I wish to 
thank the following Members of Congress who recently have given generously of 
their time, either in discussing the farm program with me or in writing letters 
expressing their opinions on the subject: 

Senators Lyndon B. Johnson, Allen J. Ellender, Price Daniel, Milton R. Young, 
Frank Carlson, and the following Members of the House: Congressmen Sam 
Rayburn, Joseph W. Martin, Jr., Jamie L. Whitten, George Mahon, W. R. Poage, 
Clifford R. Hope, Clark W. Thompson, Carl Albert, Homer Thornberry, Walter 
Rogers, Frank Ikard, J. E. Fisher, and John Dowdy. 

I especially wish to thank Senator Price Daniel for requesting Mr. Harker T. 
Stanton of the Senate Legislative Counsel to put the three amendments in bill 
form. Also I especially wish to thank Senator Allen J. Ellender and his staff for 
complying with Senator Lyndon B. Johnson’s request to study the three proposed 
amendments and in giving Senator Johnson his thoughts on this proposed legis- 
lation. 

The amendments were proposed in three resolutions passed by the Bosque 
County Farm Bureau, and were drafted into bill form by Mr. Stanton, as follows: 


BRIEF OF THREE RESOLUTIONS 


The Bosque County Farm Bureau approved 3 resolutions, which proposed 3 
amendments to the Government farm program (the Agricultural Act of 1949). 
The resolutions follow: 

Resolution No. 1: Direct the Commodity Credit Corporation, within each 
marketing year, to dispose of all stock of surplus farm commodities in Govern- 
ment warehouses for which there is no need or use in the United States—stocks 
of farm commodities which have become a burden on the taxpayers in the United 
States. 

Dispose of these surplus farm commodities under the authority vested in the 
Corporation in the Agricultural Act of 1949, section 407, clauses A to H—one 
of these clauses includes the authority to sell farm commodities on the free world 
market at competitive prices. 

Resolution No. 2: Amend the Agricultural Act of 1949 so that a farmer can 
plant as much of any basic farm commodity (corn, wheat, cotton, rice, tobacco, 
and peanuts) as the farmer wants to plant on his farm and be a “cooperator” 
(receiving price support loans and all other benefits from the Government farm 
program) provided the farmer either stores or sells for export his excess pro- 
duction of these commodities, according to instructions from the Secretary of 
Agriculture. 

Norr.—Under provisions of paragraph (3) of Public Law 74, 77th Congress (7 
U. 8S. C. 1330, 1340), farmers can plant all of the wheat they wish to plant on 
their farms without being required to pay marketing penalties provided these 
farmers store their excess production of these commodities in ponded warehouses 
(which includes graineries on their farms) according to instructions from 
the Secretary of Agriculture. 

Resolution No. 3: Direct the Secretary of Agriculture to use either the old 
parity price or the new parity price, whichever is higher, for the basic farm com- 
modities. 

Nore.—Congress directed the Secretary of Agriculture to use either the old 
parity price or the new parity price, whichever is higher, for the basic farm 
commodities (cotton, corn, wheat, rice, tobacco, and peanuts) during the 5-year 
period between January 1, 1950, and January 1, 1956. 
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It will be noted that this is not a new farm program—just amendments to 
the present program. Each proposed amendment, in part at least, in the past 
has been approved by Congress. 

These amendments, if approved by Congress, will remove from the farm pro- 
gram most of its objectionable features. 


IN WASHINGTON, PD. C. 


Fielding Helm, of Plainview, Tex., a member of the Bosque County and the 
Hale County Farm Bureaus, took the three resolutions to Washington to get the 
personal reaction of Members of Congress to the proposals. 

At the request of a Democratic Senator, a brilliant young Washington attor- 
ney—a member of the United States Senate’s Legislative Council, put each of 
the three resolutions into bill form. 

At the request of another Democratic Senator, the technical advisers of the 
Senate’s Democratic Policy Committee, made a study of the three bills. Then 
the chief of these technical advisers discussed the subject with Helm. However, 
he said the policy committee never made a final decision on any bill before the 
bill had been approved by a congressional! committee. 

A Republican Senator said he was very much interested in the bill covering 
Resolution No. 2, and that he was considering the advisability of introducing 
a bill similar to it in the Senate. This Republican Senator joined with a Dem- 
ocrat to sponsor a bill in the Senate to support the price of basic farm com- 
modities at 90 percent of parity. 

Congress passed a bill covering Resolution No. 3 for 1955. They have not, 
as is proposed in Resolution No. 3, made this provision permanent. 

Each of three Congressmen, Members of the House of Representatives, said 
they would introduce a bill in the House covering Resolution No. 1. 


DRAFT OF THREE BILLS COVERING RESOLUTIONS NO, 1, NO. 2, AND NO. 3 


Draft of a Bill for Resolution No. 1, Termed Bill No. 1 
To require the sale of surplus commodities 


Be it enacted by the Senate and House*of Representatives of the United States 
of America in Congress assembled, That the Commodity Credit Corporation, shall 
within each marketing year for which the total supply exceeds the normal 
supply of any agricultural commodity, dispose of all stocks of such commodity 
held by it in accordance with the provisions of Section 407 of the Agricultural 
Act of 1949. This section shall not require the Commodity Credit Corporation, 
however, to dispose of a quantity of such commodity in the manners provided 
by clauses (A) to (H) of such section in excess of the quantity by which the 
total supply for such year exceeds the normal supply, or to dispose of any 
commodity which the Secretary determines is required to provide a normal supply 
of such commodity for the following marketing year. 

The Commodity Credit Corporation shall dispose of a minimum of 50 percent 
of the commodities it has to dispose of, according to the provisions of this Act, 
through competitive bidding by two or more privately owned business 
organizations. 

Draft of A Bill for Resolution No. 2, Termed Bill No. 2 


To remove limitations upon the production of commodities for export 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That notwithstanding any other provision of 
law, any basic agricultural commodity which would be subject to marketing 
penalties under the Agricultural Adjustment Act of 1938 or related legislation 
if marketed may be marketed for export, or stored, without penalty under regu- 
lations prescribed by the Secretary of Agriculture. For the purpose of such Act 
and related legislation commodities so exported or stored shall be treated as 
though penalties had been paid on them. Whenever the planted acreage of the 
then current crop of any such commodity is less than the farm acreage allot- 
ment for such commodity, the total quantity of the commodity from any previous 
crop stored in order to postpone or avoid payment of penalty shall be reduced 
by that amount which is equal to the normal production of the number of acres 
by which the farm acreage allotment exceeds the planted acreage. The Secretary 
shall not make price support available on any commodity which would be sub- 
ject to marketing penalties but for the provision of this section. 
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Seo. 2. The first sentence of section 408 (b) of the Agricultural Act of 1949, 
is amended to read as follows: “A ‘Cooperator’ with respect to any basic agri- 
cultural commodity shall be a producer— 

(1) on whose farm the acreage planted to the commodity does not exceed the 
farm acreage allotment for the commodity under title III of the Agricultural 
Adjustment Act of 1938, as amended, or— 

(2) who has given the Secretary satisfactory assurance that the quantity of 
the commodity if any which would otherwise be subject to marketing penalties 
will be marketed for export or stored or— 

(3) in the case of the price support for corn to a producer outside the com- 
mercial corn-producing area, a producer who complies with conditions of eligi- 
bility prescribed by the Secretary.” 

Sec. 3. Notwithstanding any other provisions of law, any acreage planted to 
any basic commodity in excess of the farm acreage allotment shall not be taken 
into account in establishing State, county, and farm acreage allotments. 


Draft of A Bill for Resolution No. 3, Termed Bill No. 3 


To make permanent the 1950 definition of parity prices for basic farm 
commodities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 301 (a) (1) (G) of the Agri- 
cultural Adjustment Act of 1938 is amended by striking out the following: ’’dur- 
ing the six-year period beginning January 1, 1950”. 


SUMMARY 


If Congress approves the bill covering Resolution No. 1, the problem of surplus 
agricultural commodities, as far as the taxpayer is concerned, will be solved. 
There will be no more unneeded surplus farm commodities stored in Government 
warehouses. 

If Congress approves the bill covering Resolution No. 2, the consumer will not 
have to pay one penny more for a cotton shirt, a sack of flour, or any other proc- 
essed farm commodity than the consumer will have to pay under the provisions 
of the Agricultural Act of 1954. 

If Congress approves bill No. 2, the farmer will receive exactly the same size 
farm allotments of all basic farm commodities as these farmers receive under 
the Agricultural Act of 1954. 

If Congress approves bill No. 2 most Government restrictions will be removed 
from farming—the farmers can plant whatever they want to plant on their 
farms, without being fined or penalized for overproduction ; the farmers, who can 
make a profit producing commodities for export, will have this opportunity; 
and—most important of all—farmers can plan, according to the way they know 
best, their own soil-building practices and crop rotations for years ahead. There- 
fore, bill No. 2 will be good for the farmers even if these farmers do not want to 
produce farm commodities for export. 


HALE COUNTY AND BOSQUE COUNTY FARM BUREAUS WORKING TOGETHER AT GRASS- 
ROOT LEVEL 


The Bosque County and the Hale County Farm Bureaus each appointed 
special committees to secure both publicity and popular reaction to the proposals 
on the three resolutions. The committees: 
Hale County Committee: 

Raymond Akin, Chairman 


Bosque County Committee: 
Bill Oswald, Chairman 


Fielding Helm, Co-Chairman ornest Johle, Clinton 
Melvin Glantz B. C. Rogstad, Meridian 
Cecil Curry Clyde Henry, Moshiem 
Cecil Thomas Charles Isenhower, Clifton 


Bruce Rigler, president, 
Hale County Farm Bureau. 


W. B. Hardin, Meridian 

Earl Morrison, Walnut Springs 

Edwin Bekkelund, president, 
Bosque County Farm Bureau. 


After Senator Ellender had his committee staff study the proposals, he wrote 
Senator Johnson a letter including his report. 
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I am presenting here his complete letter, along with some comments of my 
own: 
He wrote: 
May 3, 1955. 
Hon. Lynpon B. JOHNSON, 
United Statcs Senate, Washington, D. C. 


DeAR SENATOR: As requested in your letter of April 22, I had the committee 
staff study the three resolutions of the Bosque County Farm Bureau and the 
other material which accompanied your letter and which is returned herewith. 

Resolution No. 1 would require the Commodity Credit Corporation to dispose 
of its entire inventory of any agricultural commodity in surplus supply in ac- 
cordance with the existing authority contained in section 407 of the Agricultural 
Act of 1949. Fifty percent of the commodities so disposed of would be sold on a 
bid basis. The problem of disposing of surplus commodities is one to which a 
great deal of thought has been given by Congress, and considerable legislation 
has been passed to provide for such disposition. While I have not felt that the 
Department of Agriculture is doing as competent and aggressive a marketing job 
as it could, I am afraid that a bill forcing it to sell would result in its receiving 
forced sale prices, and would break the market causing distress to many of our 
people. Enclosed are a speech, I made April 29, which touches on this problem, 
and a copy of the House report on H. R. 5239 which, begining on page 3, discusses 
the need for a more aggressive sales program. There would appear to be some 
conflict between the draft bill and title I of the Agricultural Act of 1954 (Public 
Law 690, 83d Cong.), which provides for the set-aside and “insulation” from the 
market of certain commodities. Some change in the draft bill probably should 
be made to take this into account. 

Resolution No. 2 provides two-price plans for cotton, peanuts, rice, tobacco and 
wheat through the simple expedient of exempting exports from marketing 
penalties. Producers would be entitled to price support only on the quantity pro- 
duced within their marketing quotas. Excess plantings would not be taken into 
account in computing future acreage allotments. A description of the manner 
in which such a program would probably be administered is described on page 
24 of the enclosed study of various two-price systems of price support and 
marketing which could be-made applicable to rice. The Department suggests on 
page 25 that “complex administrative procedures required for the operation of 
this plan would give rise to serious questions as to its practicability.” 

While a plan of this sort merits serious study, it does pose two difficult prob- 
lems, first, since quotas now include estimated exports, the draft bill provides 
price support for commodities produces within quotas for normal export require- 
ments, aS well as permitting unlimited ex-quota production for sale for export. 
Under such an arrangement the Government would be faced as a matter of 
course with a large loss on the quantity purchased at support prices which would 
have to be exported. The normal supply figures used in connection with 1955 
quota determinations included 4.5 million bales of cotton for export as opposed to 
9.1 million bales of domestic consumption; 220 million bushels of wheat for 
export as opposed to 704 million bushels for domestic consumption; and 26 mil- 
lion hundredweight of rice for export as opposed to 26,857,000 hundredweight for 
domestic consumption. The second principal problem is that of preventing the 
exported commodities or similar commodities produced in other countries from 
coming back into this country. Section 22 of the Agricultural Adjustment Act 
could probably be made effective for this purpose, but I believe that this problem 
is one that should receive serious consideration. There has been considerable 
interest in Congress this session concerning two-price plans and our committee 
has schedules hearings beginning May 23 on two-price plans for rice. 

Resolution No. 3 provides for continuing the use of the higher of the old or 
new parity formula for the basic agricultural commodities. Since the parity 
formula is a standard of measure it would seem that it ought to be uniform for 
all commodities, and that all commodities should be treated equally under it. 
It is of course not a perfect standard and it may be that it cannot be made to fit 
all commodities. The use of an alternative parity formula has been approved by 
this committee in the past in the expectation that the two formulas would ap- 
proach each other during a transition period. I am not sure that this has oc- 
curred, but I would want to consider quite carefully any extension of this period 
during which alternative formulas would be applicable to the basic commodities. 

With best personal regards, I am 

Sincerely yours, 
ALLEN J. ELLENDER, Chairman. 


61440—55—pt. 1 23 
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To repeat Senator Ellender’s comments on each amendment and discuss these 
comments in detail : 

“Resolution No. 1 would require the Commodity Credit Corporation to dis- 
pose of its entire inventory of any agricultural commodity in surplus supply in ac- 
cordance with the existing authority contained in 407 of the Agricultural Act of 
1949. Fifty percent of the commodities so disposed of would be sold on a bid 
basis. The problem of disposing of surplus commodities is one to which a great 
deal of thought has been given by Congress, and considerable legislation has been 
passed to provide for such disposition. While I have not felt that the Depart- 
ment of Agriculture is doing as competent and aggressive a marketing job as 
it could, I am afraid a bill forcing it to sell would result in its receiving forced 
sale prices, and would break the market causing distress to many people. En- 
closed are a speech I made April 29, which touches on this problem, and a copy 
of House report on H. R. 5239 which, beginning on page 3, discusses the need 
for a more aggressive sales program. There would appear to be some conflict 
between the draft bill and title 1 of the Agricultural Act of 1954 (Public Law 
690, 83d Cong.), which provides for set-aside and “insulation” from the market 
of certain commodities. Some change in the draft bill should be made to take 
this into account.” 

In regard to Senator Ellender’s comments on Resolution No. 1, and to Secre- 
tary of Agriculture Bensen’s action in disposing of surplus farm commodities 
let’s consider this: 

For a number of years the farmers’ allotments of basic commodities have been 
the amounts of these commodities needed for domestic consumption plus the 
amounts needed for normal export. 

Under the law, the Secretary of Agriculture, through the Commodity Credit 
Corporation, is authorized to sell basic commodities produced for normal export 
on the export market at competitive world prices. Obviously, the Secretary 
cannot sell them on the export market at prices higher than competitive prices. 

If, each year, the Secretary of Agriculture had sold for export those basic 
commodities produced in the United States for normal export, as he is authorized 
to do, there would be no surplus basic farm commodities stored in Government 
warehouses in the United States. Furthermore, under such conditions, we would 
not have lost our export business in these commodities. 

The amounts of basic farm commodities stored in Government warehouses are 
the amounts of these commodities, produced for normal export, which were ac- 
quired by the Commodity Credit Corporation but which were not exported. 

The Secretary of Agriculture did not sell these commodities. According to 
information secured by Congressman Jamie L. Whitten of Mississippi, the Sec- 
retary did not even offer these commodities for sale on the export market at 
competitive prices. 

Congress enacted the law authorizing the Secretary of Agriculture to sell these 
farm commodities. Congress can amend the law so that the Secretary is not only 
authorized but also is directed to sell these commodities on the export market 
at these prices. These directions are provided for in the amendment covered by 
Resolution No. 1. No other simple, practical, suggestion has been offered which 
will so effectively solve the surplus problem. 

If Congress approves a bill covering Resolution No. 1, it does not follow that 
the Commodity Credit Corporation has to immediately sell or dump all of its 
present surplus stocks of farm commodities on the export market, and in this 
way break the prices of these commodities on this market. 

The bill can be worded so that each year in the future the commodities for 
normal export, covered by farm allotments, will be sold on the export market at 
competitive prices. Also, the bill can provide that our present large stocks of 
these commodities will be marketed in an orderly manner, That is, the bill can 
be worded so that the United States can and will dispose of her surplus stocks 
of farm commodities, and compete for new world markets. 

Mr. Whitten in a report on H. R. 5239, suggested that our stock of surplus 
farm commodities be sold on the export market at a gradual rate, over a 5-year 
period. Mr, Whitten has made an extensive study of this subject, and, therefore, 
is well qualified to prepare a bill covering the disposal of farm commodities 
produced in the United States for normal export. If Mr. Whitten prepares such 
a bill, it is important that the bill contain provisions in which the Secretary is 
directed and required to sell each year at competitive prices on the export market, 
or to speculators who will later sell on the export market, that part of the farmer’s 
farm allotments that are produced for normal export. 
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The Secretary of Agriculture has told the people over, and over, and over again 
that the reason we have immense stocks of basic farm commodities stored in 
Government warehouses in the United States is because of “high rigid price 
supports” and the remedy for this condition is “flexible price supports.” 

The truth is, we have large stocks of basic farm commodities stored in Govern- 
ment warehouses because the Secretary of Agriculture did not—as he is author- 
ized to do—sell the basic farm commodities produced in the United States for 
normal export. 

Every country in the world, with the exception of the United States, sells its 
surplus farm commodities on the free world market at competitive prices. 

secause we are not, other countries are increasing their production and taking 
over our export business. 

Senator Ellender in an address at Memphis, Tenn., on April 29, 1955, pointed 
out that Brazil, Egypt; Paraguay, and Mexico all undercut American prices on 
cotton in order to sell their stocks on the world market. Senator Ellender also 
said, “Our Government does not permit American exporters to compete actively 
on the world cotton markets.” 

As we lose our export markets for farm commodities, the Secretary of Agri- 
culture demands more and more drastic cuts in the size of the farmer's allotments 
of these commodities. 

Congress should take the farm program out of the hands of the international 
politicians and treat the exporting of farm commodities as a business proposal. 
Doing these things will curb the power of the State Department and curb the 
power of the Department of Agriculture to control the farms in the United States. 
Such action may bring strong opposition from the Secretary of State and from 
the Secretary of Agriculture. Few men like to have their powers curbed or to 
have it insinuated that they are improperly using the powers they have. 

If opposition comes from these sources, Congress should consider what the 
spokesmen for these departments say—but insist that the just rights of the 
farmers be protected—the constitutional rights to produce and sell all of the farm 
commodities the farmers wish to produce and sell on the export markets of the 
world. Congress can give the farmers this right and still retain in the farm 
program the antidepression price-suppoft principle which received the approval 
of Congress and the people in 1933. 

Commenting on the second resolution, Senator Ellender said in his letter: 

“Resolution No. 2 provides two-price plans for cotton, peanuts, rice, tobacco, 
and wheat, through the simple expedient of exempting exports from marketing 
penalties. Producers would be entitled to price supports only on the quantity 
produced within their marketing quotas. Excess planting would not be taken 
into account in computing future acreage allotments. A description of the 
manner in which a program would probably be administered is described on 
page 24 of the enclosed Study of Various Two-Price Systems of Price Support 
and Marketing Which Could Be Made Applicable to Rice. The Department 
suggests on page 25 that ‘complex administrative procedures required for the 
operation of this plan * * * would give rise to serious questions as to its 
practicability.’ 

“While a plan of this sort merits serious study, it does pose two difficult prob- 
lems. First, since quotas now include estimated exports, the draft bill provides 
price supports for commodities produced within quotas for normal export require- 
ments, as well as permitting unlimited exquota production for sale for export. 
Under such an arrangement the Government would be faced as a matter of course 
with a large loss on the quantity purchased at support prices which would have 
to be exported. The normal supply figures used in connection with 1955 quota 
determinations include 4.5 million bales of cotton for export as opposed to 9.1 
million bales for domestic consumption ; 220 million bushels of wheat for export 
as opposed to 704 million bushels for domestic consumption; and 26 million hun- 
dredweight of rice for export as opposed to 26,875,000 hundredweight for domes- 
tie consumption. The second principal problem is that of preventing the ex- 
ported commodities or similar commodities produced in other countries from 
coming back into this country. Section 22 of the Agricultural Adjustment Act 
could probably be made effective for this purpose, but I believe that this prob- 
lem is one that should receive serious consideration. There has been consid- 
erable interest in Congress this session concerning 2-price plans and our com- 
mittee has scheduled hearings beginning May 23 on 2-price plans for rice.” 

Actually the draft bill was not sufficiently clear on the administration of the 
program, for the 2-price system proposed in this resolution is not to be admin- 
istered in the way Mr. Morse proposes to administer the 2-price system for rice. 
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The amendment in the draft of the bill proposes no changes in the administra- 
tion of the present Government farm program. The commodities produced in 
excess of the farm allotments are to be taken care of in the same way in which 
wheat, produced in excess of the farmer’s wheat allotment, has been taken care 
of in the past under the present farm program—with the exception that these 
commodities produced in excess of the farm allotments can be sold for export 
without any penalties being paid. 

In the past, no marketing cards have been required for wheat, stating how 
much can be sold on the domestic market. No records have been kept of each cash 
sale of wheat each farmer made on the domestic market in the United States, 
when farmers have planted wheat in excess of their farm allotments. No such 
cards and records will be required for wheat or for other commodities, and no 
penalties will be paid on these commodities sold for export under the proposed 
amendment. None of these will have to be done under the provisions of the 
2-price system proposed under Resolution No. 2—as Mr. Morse says would 
have to be done under the provisions of the 2-price system for rice as he ex- 
plained it. 

Simple regulations will be required that will guarantee that these commodities 
which are sold for export will be exported. 

Regardless of whether Congress approves or does not approve the amendment 
under Resolution No. 2, the Government faces exactly the same loss in administer- 
ing the farm program—that is, the loss on the quantity of these commodities in- 
cluded in the farm allotments for normal export (the quantity is the same 
whether the program is amended or not) which would be purchased at support 
prices, exported, and sold at competitive world prices. 

The provision in the draft bill that permits the farmers in the United States 
unlimited exquota production gives the farmers in the United States the same 
privilege farmers in every other free country in the world have, the privilege to 
produce all the basie farm commodities they wish to produce for export. They 
can compete for new export markets, and with aggressive salesmanship can secure 
export business in addition to what is known as normal export. 

Because of the way the present price support farm program is being adminis- 
tered, cotton farmers in Mexico and in other foreign countries can make more 
money raising cotton than can the cotton farmers in Texas, Louisiana, Missis- 
sippi, California, and other cotton producing States in the United States. The 
cotton farmers in foreign countries can produce all of the cotton they wish to 
produce, sell it on the export market at prices slightly lower than the support 
price of cotton in the United States—while the cotton farmers in the United 
States are prohibited by law (excessive penalties) from producing all the cotton 
they wish to produce to sell on this same export market. If Congress approves 
the amendment proposed under resolution No. 2 this condition will not continue 
to exist. 

If Congress approves the amendment proposed under resolution No. 2 the 
Government will no longer be attempting to do the impossible—attempting to 
regulate the world price of basic farm commodities by regulating the produc- 
tion of these commodities in the United States. 

If Congress approves the amendment proposed in resolution No. 2 most of the 
objectional features will be removed from the farm program. The Secretary 
of Agriculture will no longer have the authority to tell each farmer in the United 
States what he can and cannot plant on his farm. If Congress approves this 
amendment all of the good features of the antidepression price support principle 
will be retained in the farm program. 

However, if Congress approves the amendment proposed in resolution No. 2 
it may hurt, and therefore cause a howl from the men in the United States who 
are financing the producing of basic farm commodities, especially cotton, in 
foreign countries. 

Senator Ellender explained reasons for the new parity formula in his letter 
as follows: 

“Resolution No. 8 provides for continuing the use of the higher of the old or 
the new parity formula for the basic agricultural commodities. Since the 
parity formula is a standard of measure it would seem that it ought to be uni- 
form for all commodities, and all commodities would be treated equally under 
it. It is, of course. not a perfect standard and it may be that it cannot be made 
to fit all commodities. The use of an alternative parity formula has been ap- 
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proved by this committee in the past in the expectation that the two formulas 
would approach each other during a transition period. I am not sure that this 
has occurred, but I would want to consider quite carefully any extension of this 
period during which alternative formulas would be applicable to the basic com- 
modities.” 

Let’s look back to the time when the Agriculture Adjustment Act of 1933 was 
approved by Congress. It was approved during the depth of a national depres- 
sion, and Congress established its policy as follows: 

“To reestablish prices to farmers at a level that will give agricultural commo- 
dities a purchasing power with respect to articles that farmers buy, equivalent 
to the purchasing power of agricultural commodities in the base period.” In 
1933 fixed base periods were selected in which the price of the farm commodity, 
or the group of farm commodities under consideration, was in reasonable balance 
with the prices of nonfarm commodities. 

During the 17 years this policy was maintained, from 1933 to 1950, the financial 
condition of the farmer and the financial condition of other groups of workers 
in the United States was raised from the depth of the depression of 1933 to the 
relative prosperity of 1950. Therefore, this policy has been proved to be a 
good policy. 

Now, under the provisions of the new formula for figuring parity prices the 
base period is changed to a moving base period—a base period in which no 
farmer is assured that the price of the commodity he is producing, after the 
parity price is adjusted, will be a price that is in reasonable balance with the 
prices of the nonfarm commodities he has to buy. 

As a matter of fact, the new formula for figuring parity prices provides a 
lower purchasing power for all grains and cotton, as compared to the purchasing 
power of these same commodities when figured for support price purposes under 
the provisions of the old formula, 

Income and purchasing power of the average farmer is much lower today 
than is the average income and purchasing power of nonfarmers. 

Because of these facts, it is not advisable for Congress to change its method 
of figuring parity prices. Substituting the new parity price for the old parity 
price, as this would force farm income to st#ll lower levels. 

It is hoped that Members of Congress will vote for the continuing use of the 
old parity price or the new parity price, whichever is higher, as proposed in 
the amendment in resolution No. 3. 


COMPARING FARM PROGRAMS 


A farm program is good or bad as compared to some other farm program. 
The market certificate wheat program—a two-price system—as presented in 
H. R. 12 when originally approved by the House Agricultural Committee, is 
explained here so that it can be compared to the two-price system for wheat 
covered by the amendment in resolution No. 2. 


MARKET CERTIFICATE WHEAT PROGRAM IN BILL H. R. 12, 84TH CONGRESS COMPARED 
TO MARKETING QUOTAS AND GOVERNMENT LOANS ON BASIC FARM COMMODITIES 


In this report, supporting the prices of the farmer’s wheat allotments by means 
of wheat marketing certificates plus Government loans on wheat, as is provided 
for in H. R. 12, is compared to supporting the prices of the farmer’s farm allot- 
ments of all basic farm commodities, including wheat, by means of marketing 
quotas and government loans. Marketing quotas and Government loans is the 
method that has been used to support prices of farm commodities since 1938. 


PROVISIONS IN H. R. 12 


If Congress approves bill H. R. 12, and in the referendum over 50 percent of 
the farmers vote in favor of the market certificate wheat program, the Secretary 
of Agriculture will be required to proclaim : 

“Marketing quotas and acreage allotments for wheat shall not be in effect.” 

The Secretary can immediately reverse himself and proclaim : 

“Compliance by the producer with acreage allotments is prescribed as a con- 
dition of eligibility for the receipt of wheat marketing certificates” (H. R. 12, 
p. 12, line 1 (c¢)). 
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MARKET CERTIFICATE WHEAT PROGRAM WITH ACREAGE ALLOTMENTS COMPARED TO 
MARKETING QUOTAS FOR ALL BASIC FARM COMMODITIES 


If the market certificate wheat program is enacted into law and the Secre- 
tary proclaims: “Compliance by the producer with acreage allotments in a con- 
dition of eligibility for the receipt of wheat marketing certificates” the follow- 
ing things will happen: 

First, each farmer producing basic farm commodities (Wheat, cotton, corn, 
rice, tobacco, and peanuts) will have acreage allotments. 

Second, each farmer producing basic farm commodities will receive 90 per- 
cent of parity prices for all the basic farm commodities the farmer produces 
on his acreage allotments—with the exception of the wheat farmer. 

Third, the wheat farmer will receive 100 percent of parity price for approxi- 
mately half (50 percent) of the wheat he produces on his wheat acreage allot- 
ment. The price of the remainder of the farmer’s wheat produced on his acre- 
age allotment, at the option of the Secretary will be supported by means of a 
Government loan, the amount of the loan to be determined by the Secretary. 

It is predicted the Secretary, under the market certificate wheat program, 
will set a loan price on wheat just high enough so that wheat in the United 
States will not sell on the export market at competitive prices, and therefore, 
will not move out of the United States. 

Fourth, the farmer will have to plant his full wheat acreage allotment each 
year, under this program, if the farmer continues to receive his full quota of 
wheat marketing certificates. 


MARKET CERTIFICATE WHEAT PROGRAM WITHOUT ACREAGE ALLOTMENTS 


If the market certificate wheat program is enacted into law and the Secre- 
tary does not proclaim: “Compliance by the producer with acreage allotments 
is a condition of eligibility for the receipt of wheat marketing certificates,” the 
following things will happen: 

First (surplus wheat) under this program—without acreage allotments— 
the more wheat a farmer plants, in any year, the more wheat marketing cer- 
tificates the farmer will receive the following years. Naturally, such a pro- 
vision in the program will cause increased production of wheat in the United 
States, which in turn will cause increase in the stocks of surplus wheat in 
the United States. 

Second (price per bushel for wheat—dumping) the money the farmer receives 
for all the wheat he produces on his farm, under this farm program, will be the 
amount of money he receives for his wheat when he sells it on the local mar- 
ket, plus the amount of money the farmer receives when he sells his wheat mar- 
keting certificates. The average price per bushel the farmer will receive for 
his wheat, under this program, will be the total amount of money the farmer 
receives for his wheat plus the amount of money the farmer receives for his 
wheat marketing certificates, divided by the total number of bushels of wheat 
the farmer produced and sold. This average price per bushel for wheat the 
farmer will receive, will be above the competitive export price for wheat, but 
it will be below the United States Government support price for wheat. 

Under these conditions when an individual farmer can make a profit produc- 
ing and selling wheat at the Government support price, but will lose money 
selling his wheat at the competitive export price, then the wheat farmer, under 
this program, will have to take a part of the profit he makes producing wheat 
for the domestic market and lose this profit selling wheat on the export market. 
This farmer will have to take his loss, under this program, if he continues to 
receive wheat marketing certificates, and thus continues to sell a part of his 
wheat at 100 percent of parity price. 

This action by the farmer, under this program, producing wheat to sell on 
the market at a loss is called dumping. This wheat will be dumped either on 
the export market, or dumped into United States Government warehouses. 


SUMMARY 


Under the provisions of the market certificate wheat program the wheat 
farmer will receive 100 percent parity prices on approximately one-half (50 per- 
cent) of the wheat these farmers produce on their wheat acreage allotments. 
But all other farmers producing basic farm commodities (cotton farmers, corn 
farmers, tobacco farmers, rice farmers, and peanut farmers) will receive 90 
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percent of parity price on all (100 percent) of the commodities they produce 
on their farm acreage allotments. 

Also, under the market certificate wheat program when this program is used 
without acreage control or acreage allotments, there is an incentive for a wheat 
farmer to increase his production of wheat, and thus build up a larger stock 
of surplus wheat in the United States. Also, as was stated before, the market 
certificate wheat program, even with acreage allotments, will cause dumping— 
either dumping in the export market, or dumping into United States Govern- 
ment warehouses. 

Dumping, in this article, is defined as the sale of wheat that has been pro- 
duced by an individual, to sell on the market at a price below this individual’s 
cost of production. 


SUGGESTED AMENDMENTS TO BILL H, R. 12 


Bill H. R. 12 should be amended so that farmers will be allowed, in the refer- 
endum, to vote in favor of a good two-price system in lieu of marketing quotas. 
A good two-price system contains the following specifications : 

(a) A two-price system in which the farmer will receive 90 percent or a 100 
pereent of parity prices for all the wheat the farmer produces on his acreage 
allotments, regardless of whether the farm allotments are in acres or in 
pounds. 

(b) A two-price system in which the farmers will be allowed to raise all the 
wheat they wish to raise in excess of their farm allotments, without being fined 
or penalized for overproduction—the excess wheat thus produced to be sold 
only for export. The farmer who produces wheat in excess of his farm allot- 
ments is to do so at his own financial risk, that is on this excess wheat the 
farmer is to receive no Government loan or other Government support price. 

(c) A two-price system which will offer the individual farmer no incentive 
to produce any wheat to sell on the market at prices below the individual 
farmer’s cost of production. 

DO A BIT OF THINKING—BILL NO. 2 


The bill covering resolution No. 2,approved by the Bosque County Farm 
sureau, contains all the qualifications, specified above, provisions that should be 
in a good two-price system. ‘This bill is hereinafter called bill No. 2, could 
be restricted to wheat; however, the bill as it is written covers all basic farm 
commodities. 

Should the farmers be permitted to vote in a referendum in favor of bill 
No. 2 in lieu of marketing quotas? 


SUMMARY 


If Congress approves the three amendments proposed in this paper in a rela- 
tively short time there will be no unneeded surplus basic farm commodities stored 
in Government warehouses in the United States. The intelligent farmers in the 
United States, and we have many intelligent farmers, can plan their crop rota- 
tions and soil-building practices according to the way they know is best, and 
thus in their localities set examples for better farming. Also, the term “parity 
price” for any farm commodity will be defined as a price in which the price 
of the commodity is in reasonable balance with the price of nonfarm com- 
modities. 

The three amendments herein proposed can easily be made workable, by the 
members of the Senate Agricultural Committee. 


Senator Scorr. Senator Schoeppel, he is interested in the two-price 
system on wheat and cotton, and has made a very able witness here 
this morning, and he has from time to time tested public sentiment, 
and he proposes doing it on this two-price system. 

I would not see any objection at all to doing it. Due to the shape 
we are in, I cannot see anything that would do us any harm. 

Senator Scuorrren. That is right. We do not know where we are 
going until after this referendum and even after that, we have before 
us a series of legislative suggestions to consider. 
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We want all the enlightenment we can get. We want all the studied 
interest that has gone into this thing reflected as constructively ts 
possible, and I think it might be helpful. 

Senator Scorr. I do not see any harm in it. 

Senator Scnorrret. I am sorry I was not here. I had this other 
previous commitment on an executive phase of another session, so it 
took me out a full hour. I left them and said I would go on down 
to the Agricultural Committee. 

I will take your statement and I will read the record on what you 
have had to say, Mr. Helm. 

Mr. Heim. I met you once before. I do not know whether you re- 
member me or not. Senator Carlson got me an appointment w ith you. 

Senator Scnorpret. Yes, I remember. At that time I think I asked 
you whether you were any relation to Mr. Helm, who is up here repre- 
senting one of the newspapers from my State. He spells his name 
exactly the same way you spell yours. 

Mr. Het. No, I do not know him. 

Senator ScuorrreL. Mr. Helm of the Wichita Eagle. 

Mr. Heim. Senator Schoeppel, I would like to make a point or two 
about this price certificate wheat program. The way the two-price 
system has been presented to the farmers for years and years, the 
farmers plant their acreage allotment and get the support price on 
this amount. What they produce above that, they produce it at their 
own risk and sell it on the export market. Is that not correct? 

Senator Scnorpret. That is right. That is generally the theory I 
have heard presented. 

Mr. Heim. Under the wheat certificate program you will have 
acreage control even if the farmers vote against the acreage control. 

In the wheat certificate program that is before Congress now, the 
allotments are cut to domestic human consumption, that is not very 
much wheat. It will cut the wheat allotments very low. There is 
no question about that. 

Senator Scnorrren. That is one of the reasons I felt we should have 
the opportunity—should have something before us to consider—and I 
offered an amendment in here, or a bill, by way of an amendment, 
which provided that in the event the quotas were rejected, the De- 
partment be authorized to go to 62 million acres of wheat and at least 
70 percent of parity, as a stopgap proposition for one year, because I 
felt that going to 50 percent was going to be too drastic. 

Gener ally, those who have discussed the two-price system with me— 
at least, my understanding of it is that they all realize that as long as 
we have these tremendous surpluses on hand, now, and until we get rid 
of them, they are going to have to have some ty pe of acreage control. 

I do not think an individual has talked to me about it, from my area, 
te has admitted that, for the time being, they would have to have 
some kind of acreage control, even in going to a two-price system. 

Of course, as you know and I know, we must realize that we have 
this tremendous overburden on the market of one billion-some hundred 
million—a hundred or two hundred million bushels of wheat that we 
are going to own this year—2 full years’ supply in advance. It is go- 
ing to require a pretty drastic approach to get rid of some of this wheat 
in an accelerated foreign export market, or get it into marketing chan- 
nels by even going into the feeding areas of the country. When we 
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do that, then my corn friends and some of the rest of them say, “Well, 
you are going into our market and you are getting us in trouble.” 
So, it is not free of trouble. But the big thing is, our surplus is 
hanging over us which does at least command the respectful atten- 
tion of some of my friends who say we must have a type of acreage 
control along with everything else for a while. 

Mr. Heim. You cannot have a two-price system with acreage con- 
trol unless you change the definition of a two-price system. 

Senator Scnorrret. Most people advoate 100 percent of parity on 
the domestic consumption market, and then that which is produced 
over their proportionate share of the domestic market would go into 
the world market and they would take it for whatever it was. 

Mr. Heim. That is what is advocated in this program. Such a pro- 
gram would allow the farmers in the United States to compete with 
Canada, or any other foreign country. I cannot see much point in the 
Congress prohibiting the farmers in the United States from competing 
with farmers in foreign countries for the world markets. 

Take Mexico. Since we have acreage control, people here in the 
United States are financing the production of cotton in Mexico, and 
they are really putting cotton in down there. They did not produce 
much before, but they can sell cotton now at « price just a little under 
the support price and they can make a lot more money than can farm- 
ers in the United States with acreage control. 

I cannot see much sense to that. 

Senator Scorr. Mr. Helm testified here before you came in—if I do 
not have it correct, he can correct it—that in general, he says, the De- 
partment of Agriculture now has gll the authority to clean this up 
that they need, and so does the State Department, if they just exercise 
the powers they have now. 

That is what is holding the thing up. The farmer is doing his 
part, but the jam is right here in the Department of Agriculture and 
in the State Department. 

Senator Scnorrre.. The gentleman testifying here is not without 
some basic, authoritative reasons for it. because the Eastland subcom- 
mittee of this Agricultural Committee of the Senate, of which I am a 
member, in its series of hearings, heard all the departments, and we 
were informed in no uncertain terms about some of the impediments 
and the difficulties that the agricultural section of our Government 
was running into from the standpoint of the State Department’s re- 
flected attitude from some of the foreign nations on this thing. 

We had the feeling—and I have said so publicly—that they were 
dragging their feet, and they were not as vigorous about it as they 
could be, and that is one of the reasons why the Congress in its wisdom, 
and this committee, participated in making some changes in some of 
the laws, putting the foreign surplus agricultural situation, as far as 
administration of it is concerned, into the Agriculture Department. 

We felt that in doing so, we would get a more vigorous approach and 
selling program in the interest of trying to dispose of some of these 
surpluses, much more readily than we had experienced when the ad- 
ministration of that foreign trade, as far as agricultural commodities 
were concerned, was vested largely in the State Department, and in 
State Department attachés. 

64440—55—pt. 1——24 
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Senator Scorr. Mr. Helm has further testified here—and if that 
was not it, I would like for him to corrrect it because that was the im- 
pression I got—was that the State Department was definitely playing 
international politics, at the farmer’s expense. 

I understood him to mean that in trading with Pakistan and all the 
rest of the nations, they are just taking the farmer’s wheat or cotton 
whatever it was they had, and playing the game with that, regardless 
of how it affected the farmer. 

That is about the impression you gave me. 

Mr. Heim. When I presented this program to different Congress- 
men, they said the State Department will be against it. The State 
Department will call it “dumping.” 

I think it would clear the thing up if we have a clear definition of 
what dumping is. According to my interpretation of dumping, it is: 
If you produce a product and lose money on it and the Government 
makes up the difference, that is called dumping. 

Supposing we get the two-price system and I produced wheat and 
sold it at a loss on the export market. That will be dumping. But 
I am not going to do that. I might make a mistake once but I will 
not continue to make the same mistake; if I can sell wheat at the same 
price Canada can and make a profit, I do not call that dumping, do 
you? 

* Senator Scnorrren. That would not be my definition of dumping. 

Mr. Heim. Another thing. I do not call it dumping if the Sec- 
retary of Agriculture sells our basic farm commodities produced for 
normal export at competitive prices. I call that meeting competition. 

Senator Scnorrrer. Of course, I am sure you know that our foreign 
export market has suffered a reduction by reason of the self-sufficiency 
that has been developed on the part of a number of these other nations 
who have built up their small-grain production. 

Mr. Heim. I understand that. 

Senator Scuorrret. And our normal export market, as we think of 
it 2 or 3 years ago, is down. It is tremendously down. That is what 
is piling up more of our surpluses here in Government hands. 

Mr. Heim. Is it not partly due to other countries increasing their 
production, because we did not sell our wheat at competitive prices? 
Is that not partly the reason we have lost the market ¢ 

Senator Scuorpren. One of the things brought out in our Eastland 
committee hearings was that the programs we were carrying on en- 
couraged these foreign nations to build up their production, because 
we have given them technical assistance, dollar values, loans and 
grants— outright grants—and now we are coming to the place where, 
as they become self-sufficient, they have cut off so much of that supply 
that they heretfore needed from our surpluses over here, that normal- 
ly we would go into the foreign markets with, that it has caused us 
additional storage difficulties, and I think it is going to get worse. 

Senator Scuorrre.. There is one other thing that is in this thing 
and I think it is constructive—what the Congress is going to do about 
it I do not know—but that is one of the reasons why the chairman of 
this committee, in his good judgment and wisdom, since these bills 
have been filed with us on the Senate side, thought it advisable to set 
a series of hearings to go into this question from all angles. 

Now, I understand that the chairman is planning sometime later on 
in the year to hold hearings in the field on this thing, so that we will 
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come back this fall—certainly by the beginning of the year, next Jan- 
uary, with a pretty well rounded-out picture of what we find in the 
field, what we have gathered from fellows like you testifying before 
us as to your views, and then we will see what we come up with. 

Mr. Hetm. Of course, that is the best way to handle it. 

Senator Scnorrpen. And I commend the chairman for approaching 
it that way. 

It does not necessarily mean we agree with all the positions that 
have been established here, but it certainly means that we have given 
the opportunity to hear all sides of it, and then we will sit down, go 
over it, discuss it, and see what we can come up with. 

Mr. Het. I brought up one point here that [ do not think has been 
stressed, at least, before: I think you should put all the basic com- 
modities in the same program, as far as you can. 

If you can develop a two-price system that fits cotton, corn, wheat 
rice, tobacco, and peanuts, then you get all these farmers bushing 
together. The wheat farmer then will have the support of the cotton 
farmer, etc. 

I believe the basic principle, of the two-price system is so simple, the 
way it has already been presented, that these things can be worked out. 

I do not see why this simple principle would not apply to all of the 
basic commodities, instead of having separate programs for each com- 
modity. 

Senator Scnorpre,. Of course, what you have there, you have the 
idea and the feelings of the people in these other production areas, 
like in the cotton areas, the tobacco areas, the peanut areas, and all this 
and that. 

Now, they might not agree with-you. They might not agree with 
putting them all under one umbrella on that, and that is one of the 
reasons why this committee has to take time—and we are glad to 
do it—to explore all these fields and these avenues. 

Mr. Hetm. Senator Scott, would you give me some kind of statement 
that I could use in making the test, or are all the statements I will 
need be in the record ? 

Senator Scnorpret. Mr. Chairman, I must go over to the Inter- 
state and Foreign Commerce Committee, if there is nothing further on 
this. 

Senator Scorr. We will work out a statement with him, and that 
will be my personal statement, not that of the committee and not even 
as acting chairman here this morning. 

Senator Scnorrrev. I think that would be proper. 

I am sorry I was not here at the beginning of your testimony, but 
I will read it in the record. 

Senator Scorr. That is all that you have. 

The committee is in recess until next Thursday at 10 o’clock. 

(Whereupon, at 11:25 a. m., the committee recessed to reconveme 
at 10a. m., Thursday, June 30, 1955.) 








PRICE-SUPPORT PROGRAM 


THURSDAY, JUNE 30, 1955 
Unitep States SENATE, 
COMMITTEE ON AGRICULTURE AND ForEstrY, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Present: Senators Ellender, Anderson, Scott, Young, Thye, and 
Schoeppel. 

The Cuarrman. The committee will come to order. 

This is a continuation of the hearings on price supports, and I am 
sure that you will have testimony which may be useful to this com- 
mittee in arriving at a fair way to settle the farm program. You may 
proceed. 


STATEMENT OF THOMAS D. CAMPBELL, PRESIDENT, CAMPBELL 
FARMING CORP., HARDIN, MONT., AND ALBUQUERQUE, N. MEX. 


Mr. Campsett. Mr. Chairman and members of the committee, I 
am very glad to be here. I appreciate this opportunity. 

Do you desire for me to read my statement now ¢ 

The Cuatrman. You may handle it in any way that you wish. You 
may put it in the record, as you have it prepared, and then you may 
proceed. 


STATEMENT Finep By THOMAS ID. CAMPBELL, PRESIDENT, CAMPBELL FARMING 
CORPORATION, FTARDIN, MONT., AND ALBUQUERQUE, N. Mex. 


Mr. Chairman, I am Thomas D. Campbell, of Hardin, Mont., and Albuquerque, 
N. Mex. 

We have raised wheat constantly in our family since 1876 without a miss—a 
total of 79 years. My mother and father were pioneers in the Red River Valley 
and had their first experience in raising wheat on a homestead in that valley near 
Grand Forks, N. Dak. We, during this period, suffered many droughts, hot 
winds, crickets, grasshoppers, hail, and the other vicissitudes of farming. 

We now operate under the name of the Campbell Farming Corp. in Montana: 
65,000 acres of farming and grazing land, of which 45,000 acres are plowed, half 
of which are in crop each year. We have operated as much as 95,000 acres in 
Montana, but were forced to reduce our acreage in 1932 after 7 years of con- 
tinuous drought. We own and operate approximately 300,000 acres of grazing 
land in New Mexico and think that something similar to the flexible farm bill 
should apply to the livestock industry. 

I am a mechanical engineer, the first graduate of the University of North 
Dakota in that profession. We have spent the last 40 years mechanizing our 
job and have operated our farm as a wheat factory. Practically all of my life 
has been devoted to the mechanization of agriculture, and every known means has 
been used to reduce the cost of the production of grain. 
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Our records show that the greatest hazard in farming is the variable price paid 
for crops. There was absolutely no protection for the producers of crops until 
1932. In 1932, after 7 years of drought, we had a mortgage on our wheat, and 
had we not delivered our wheat to the Government and had the advantage of 
the reduced freight rate of a land-grant railroad we would have been forced to 
deliver our wheat for 14 cents a bushel, f. 0. b. Hardin, Mont., which included 8 
cents a bushel trucking charge; or in other words, we would have received the 
value of 1 airmail postage stamp for a bushel of the very finest grade of wheat. 

Prior to the organization of the much abused and maligned Agricultural 
Adjustment Administration, there was no protection whatsoever to the producers 
of wheat, corn, cotton, tobacco, or wool. Every year at harvesttime the price was 
forced down by hedging sales by purchasers of crops, short sales by speculators, 
and purchasers of foreign grain. Sometimes practically the entire crop of the 
United States would be sold in a week’s time. Wheat and corn would break 
15 cents to 20 cents a bushel a day until regulated by the Department of Agri- 
culture. In 19382 wheat was forced down by traders in Chicago until the price 
was about 58 cents a bushel, and wheat went down in Liverpool to less than 
one-half the lowest it had been in 600 years. This happened in spite of the efforts 
of Alexander Legg, Chairman of the Federal Farm Board, to support the price. 
He would buy 8 to 10 million bushels of wheat, and as there were no regulations, 
short sellers would offer many times that amount and break the market. The 

\AA was the most constructive piece of legislation passed since the Civil War. 
If it were not for the Production and Marketing Association, which is a modi- 
fication of the AAA, wheat would probably be less than $1 a bushel and corn 
65 cents a bushel on the Chicago Board of Trade today because of the surpluses 
on hand. 

All farmers whom I know realize that something must be done to reduce our 
surplus of crops. This can be done by eliminating the incentive to produce or 
a reduction in acreage or both. The present loan values on the five major 
crops based on parity have been very liberal and have given us the greatest 
period of prosperity we have ever known. In fact, it is the only basis of security 
the farmer has ever had. We can borrow a fair amount from our Government 
and do not have to sell our products on the basis of 14 cents a bushel for wheat 
and proportionate prices for other crops. 

The administration’s farm bill with its flexible provision is an effort to decrease 
these surpluses without hardship on anyone, and I feel that we should accept 
the proposed bill. We would be bankrupt again without some protection by the 
Government in the form of a fair loan value based on parity. Private enterprise 
would never give us similar protection. 

We in our organization have found that our Government is our best friend, 
always treating us fairly. Even if the loan value on wheat should be established 
at 70 percent of parity with further reduction in acreage, we would go along 
with the Government. 

We are firm believers in soil conservation. Our grazing lands in New Mexico 
have been operated under the Government soil and moisture conservation and 
erosion control program for the past 12 years. We feel the need of soil con- 
servation so firmly that we think the Federal Government should have the 
authority to carry out soil-conservation practices on the land of those who refuse 
to do so and that the cost should become a lien on the land. We as landowners 
are custodians of it during our lifetime and have no right to destroy its pro- 
ductivity for society and posterity. Soil conservation should be part of any 
farm bill. 

The present flexible farm bill provides: 

1. A fair loan value based on parity which guarantees the producer that he 
will not have to sell his crops for less than the cost of production. 

2. It gives the producer a sense of security which greatly increases his credit 
and purchasing power. 

3. Without the present loan value, owing to our surplus of crops, the five major 
crops would be selling today for less than the cost of production. 

4. It makes it possible for our Government to dispose of surpluses in a regular 
manner and saves excessive carrying charges. 

5. It is the fairest and most time-tested farm program before us at this time, 
and I am certain that the producers will cooperate with whatever the Government 
decides to do. 

The opportunity to appear before this committee is appreciated very much 
by me. 
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Mr. Campsetu. | might say, as an aside, that I was the first graduate 
from the College of Mechanical Engineering at North Dakota Uni- 
versity, and for once was the best student in the class and the worst, 
because I was the only graduate. Iam quite proud of that distinction, 
being the first and only graduate of the college of mechanical en- 
gineering. I took my bachelor’s degree there. In fact, I took both 
of them in 5 years. I went to Cor nell and took my master’s degree in 
mechanical engineering, in order to take the labor and drudgery out 
of agriculture, because as : very small boy I resented these long hours 
of drudgery and hard work that my mother put in, in cooking for the 
threshing crews, many of them bums and lumberjacks and hoboes 
who were not worth enough to kiss the hem of my mother’s skirt, and 
she had to cook for them. 

We all worked hard. That is the only reason that we succeeded, 
was because everybody worked, and not 8 hours a day, but 8 hours 
plus. That is what we worked. And you know it, too, Senator. 

Senator Anperson. This gentleman is my neighbor down in New 
Mexico, and a pretty decent fellow, I think. 

Mr. Campsetyi. Thank you. 

What I want to get before this committee, if I can, is oa the 
absolute and urgent need of some kind of a price support. I do not 
care whether it is bigger or smaller, whatever it may be, but after 
being in this business, our family now for 79 years, and 50 years in it 
actively myself, we have learned that the big hazard in agriculture, 
whic h will shock all of you, is that until we had some kind of a loan 
value were the variable prices. Every year at harvesttime we were 
forced to sell our commodities at what somebody wanted to give us, 
irrespective of what it cost us» So for years and years we were 
forced to sell below the cost of production. And you cannot keep that 
up very long. And the only reason you survive is that you file on 
M homestead—y ou got that for nothing—and then you got some land 
pretty cheap in price. That was really the basis of the success of most 

agriculture, until we got some kind of a support price. 

“T am perfectly willing to admit that 90 percent of parity may be 
too high, that partiy may be too high, but all of those things of 
determining parity is a most complic ated matter. The public, as a 
rule, does not know how complicated it is, because it depends upon 
drought in Australia as well as in this country, and it depends upon 
rainfall and all of the other hazards that are in the farming business. 

So I particularly want to present the idea here that we need some 
kind of a price support. 

The Cuarrman. I wonder if you would give us your views as to the 
flexible price-support program in contrast to the rigid price-support 
program. 

Mr. Campsetu. We are much in favor of the flexible, for this reason. 
Every intelligent farmer in the United States, irrespective of what 
he produces, knows that these surpluses are a problem, and we have 
to get rid of them. 

The Cuarrman. Now, Mr. Campbell, suppose we were to provide a 
rigid price-support program with a view of having the farmer pro- 
duce and be encouraged to produce wheat that the market wants, that 
the millers want, instead of simply saying, “We will give you 90 per- 
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cent on almost any kind of wheat you produce.” That is really the 
way that the 90 percent program has been administered in the last 
10 years. 

Mr. Campsety. Yes, that is one of the big faults. 

The CuarrMan. Exactly. 

Mr. Camepety. That is why we have the surpluses that you cannot 
sell to anybody. 

The Cuatrman. As I have pointed out on 2 or 3 occasions, maybe 
not before the committee, of the 1,030 million bushels of wheat that 
we are going to have on hand as surplus, that is, as a carryover this 
year, 666 million bushels is red w heat, which may be good for milling 
purposes, but the millers do not like it. It is classified more, as 1 
understand it, as a feed wheat 

Suppose we had a program whereby we could encourage the pro- 
duction of better wheat, durum wheat, for instance, and this hard 
wheat that is used by the millers and that isin demand now. What is 
your view of this type of program? 

Mr. Campse... | think that you are absolutely right in your state- 
ment, with the exception that we could still have surpluses of good 
wheat. We have had them. And we would have to dispose of them 
just as well as our present surpluses, 

Senator Youne. Without acreage or production controls? 

Mr. Campseitt. Without acreage controls. It looks to me that we 
have got to have flexible price support and an acreage control, be- 

cause 1 think it is fundame sntally sound that if you are going to have 
any kind of a price support, you have got to have some control of the 
production. 

The Cuatrman. As I understand the theory back of flexible price 
supports, whenever wheat comes in abundance, the plan is to support 
it at a lesser price, to discourage the production of it. 

Mr. Camppsetu. And it will, to. 

The Cuarrman. It will? 

Mr. Camrpse tu. It will, absolutely. 

You see, the only way to get rid of surpluses as we see them is to 
reduce the acreage or to eliminate the incentive to produce, or to do 
both. 

Senator Young. If that theory worked, why did not the farmers 
reduce their acreage in 1934, following the price of 38 cents, the na- 
tional price per bushel in 1932, and the national price of 39 cents a 
bushel in 1933 ? 

The farmers in 1934 actually increased their wheat acreage by 
2.500.000 acres. 

Mr. Camepety. Yes, sir, but the price support was pretty low then. 

Senator Young. There was not any price support. 

The Cuarrman. There was not any price support. 

Mr. Camppetn. Yes. 

The CHarrman. That is the point. As I just indicated, if you 
will excuse me, Senator Young— 

Senator Youne. Yes. 

The Cuatrman. The idea of trying to reduce your surpluses 
by discouraging the farmer through a low price does not seem to work, 
in my observation. 

Senator Youne. It might help some, if I may interrupt—— 
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Mr. Campsetyi. It will work. If he increases, he knows the next 
year he is going to get a lesser price. 

The Cuatrrman. You are boing to be subject to the high and low 
and unsteady price that you say has been a scourge to the farmer. 
You said that in your opening statement. 

Mr. Campsett. With any kind of a price support we do not have 
that uncertainty of price. 

Senator Youne. Could I interrupt a minute? 

The CHarrman. Surely. 

Senator Youna. If we had, say 75 percent and put that into op- 
eration now, next year it could be 76 percent of parity—how long 
do you think it would take to solve our wheat surpluses if we con- 
tinued that support level ¢ 

Mr. Camppett. Well, the parity would remain the same. I think 
the farmer would seed the full acreage allowable if he got 76 percent 
of parity. 

Senator Younc. You have to have acreage reduction along with it? 

Mr. Campbell. I think we would. You would have to have a great 
reduction along with it. 

Senator Youne. I notice in your statement you say: 

If it were not for the production and marketing association, which is a modifi- 
eation of the AAA, wheat would probably be less than $1 a bushel and corn 65 
cents a bushel on the Chicago Board of Trade today because of the surpluses on 
hand. 

I think that is a fairly accurate statement. 

Mr. Campseti. It might be less, because they do just about as they 
please in Chicago, because they car deliver the very thing that the Sen- 
ator was talking about here—they can deliver a very inferior grade of 
wheat on the Chicago contract. And I think before we get through 
with this investigation here that it will be well to do a little checking 
on the quality of wheat that is delivered at the Chicago contract, be- 
cause they make the regulations, and not the Department of Agri- 
culture. 

Senator Scnorrret. When you mention that, you mention a situa- 
tion that was before one of our subcommittees here. Senator Young 
took a very active part in it. I was privileged to be on that subcommit- 
tee. 

The chairman here suggested at one time that those are the things 
that, to make a well rounded out picture, we possibly should look into. 
And I concurred in that view, because I do feel that some of these mar- 
kets—Chicago being the big market in this country for wheat, so far 
as the United States is concerned—— 

Mr. Camppety. Yes. 

Senator ScHorren. That that situation there bears looking into 
with reference to the types of wheat and the grades—I am using the 
language now that has been given to me—which are manipulated there. 

Mr. Campsety. Absolutely. 

Senator Scnorrret. And I think that you have touched on a very 
important problem that not only affects that market but has carried 
on over giving the bad black eye to the American Government that we 
have gotten in foreign lands on some of the wheat that we have deliv- 
ered which has been inferior in quality and grade to that which has 
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been offered by, say, our Canadian friends to the north, and some of 
the other countries that have surplus wheat. 

Mr. Campsect. As against in Minneapolis or Duluth or Superior. 

Senator Scnorpret. I think you have touched on a very important 
point there. 

Mr. Campse.y. I am glad you have given that some thought, be- 
cause, to me, that is one of the very vital factors in our whole program. 

To illustrate that, there is something decidedly wrong when I, just 
as a small operator, compared to the world’s production, so far as ; that 
is concerned, can sell my wheat in Montana for 25 cents over the loan 

value and liquidate my Government loans. The Government has never 
lost a dollar on loans to me. I make a loan every year, because it gives 
me cheap money. 

Senator Youne. I do the same thing, but invariably we pay them 
off and save mone 

Mr. Camppetu. I always have 3 percent money to buy stocks or 
bonds or something else. 

There is something wrong when I can do that without any of the 
contacts that our Government has or anything like that, and at the 
same day that I sell my wheat for 25 cents over the loan value in 
Hardin, Mont., and they take it bin run, without any deductions for 
grades or weights or anything élse, and July wheat that day in Chi- 
cago sold for 60 cents below the loan value. 

Senator ScHorpret. Is it not true that in your operations up there, 
and I think you are the biggest wheat grower in the United States of 
America—I think unqualifiedly you are the No. 1 man 

Mr. Camrse... Well, we are supposed to be. 

Senator Scnorrret. You operate in such a way that you produce 
good milling quality, good grade wheat, that is preferred and is call- 
ing for a premium now. That had not been the case in many sections 
of the country and in many of the sections of my own State of Kansas, 
I am sorry to say. 

Mr. Camrpsety. That is true. 

Senator Scnorrret. We produce an inferior quality of milling 
wheat, but we have been producing quantities of wheat that make 
greater bushelage per acre, because they can put it on the support 
program. However, it does not command the same price from the 
milling people, when they go into the market to buy, as your wheat 
does, does it ? 

Mr. Camppett. That is perfectly correct. 

Senator Scnorrren. That is what you have done up there, is it 
not? 

Mr. Camppeit. Absolutely. 

Senator Scuorrren, I want to ask you about one other thing. 
The farmers voted in favor of quotas. Fifty- five million acres is the 
limitation of acreage, divided up into various and sundry States. 

Mr. Campsetu. Correct. 

Senator Scuorrret. And we have this big surplus. It looks like it 
will be 1, 150 million or 1,200 million bushels, at a minimum almost 2 
full years’ supply. 

Mr. Camppe i. Yes. 

Senator Scnorrret. That is, domestically speaking. We have re- 
duced these acreages. What will we do about the farms and the 
farmers who are producing wheat in historical wheat acreages where 
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they cannot turn to soybeans, they cannot go to barley, they cannot 
go to oats, they cannot go to flax—where they have a farming unit 
of values cut so low that it is, economically speaking, not feasible for 
them to continue to operate, because it will drive them to the wall— 
what do you say about that? 

Mr. Campse.t. They have the same experience that we have. Our 
reduction this year and last year was 38 percent, which on the basis 
of acreage on our job is pretty nearly 10,000 acres. That is quite a 
large farm in itself, I mean, those reduced acres 

We have had to be as ingenious as wecan. We have planted barley, 
because barley was permitted this year on the loan value. 

In fact, we are fearful to plant anything that has not some sort of 
a price support, because it can otherwise be almost nothing. The 
price can be much below the cost of production. 

So those farmers will have to do the same thing as we are doing. 

It is a penalty, a terrible penalty, because we have equipment and 
the men and organization. We keep our men busy around the year, 
because we feel that the men have to have constant employment, to 
have a sense of security, as they should have, because many of them 
have children in college, and they have expenses. They have been 
with us from 25 to 35 years. Their expenses are increasing all the 
time. So we feel that it is capital’s responsibility to keep the men 
employed, usefully, gainfully, whether you make any money that year 
or not, because we can come back, but if you lose a year of your time, 
that is irrevocably gone. You can never recover that. 

Senator Scuorrret. On the other hand, we may get to the point, 
with surpluses mounting and the reduction of acreages, where we will 
have thousands and thousands of farms cut so low in those historical 
wheat acreages, where they cannot turn to something else, that they 
will not be able to continue to operate unless they get some type of Gov- 
ernment subsidy, or they move off the farm and sell it to people in 
larger farming operations. Therefore, I am going to ask you for 
your views, because you have been in this business a long while, and 
most successfully, too. 

Mr. CAMPBELL. Some 50 years. 

Senator Scuorrret. Should we, some place down the line, if we 
have to continue to cut these acreages in order to eliminate surpluses, 
with a falling foreign market for wheat—unless we pick it up, and I 
think it can be picked up somewhat if we have a little more vigilance 
and aggressiveness on the part of those in our Government dealing 
with these foreign nations on it 

Mr. Campset.. In disposing of the surpluses. 

Senator Scnorrrre.. Should we give some preferential treatment 
by way of additional acreage—I will say additional acreage—to thous- 
ands and ten of thousands of these farmers who might find themselves 
operating year after year an uneconomical unit, w vhich means it will 
have to come off some of the larger operators ? 

We have had that kicked around up here. 

Mr. Campsett. I agree with what you say. The only problem is 
to find out what to do with this surplus acreage. 

I still think that if we are ingenious that we can work it out. 

For example, we have increased our cattle business in Montana quite 
a lot this year to take care of some sort of the feed crop on these ex- 
cess acreages. 
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The Cuarrman. I wonder if you would answer his question, about 
whether or not some system could be worked out whereby these thou- 
sands of small farms whose acreage is being cut to the point where they 
cannot realize enough to make a go of it, should we give them prefer- 
ence as in comparison to the bigger farmer ? 

Mr. Campsetu. That would be perfectly agreeable. 

The Cnairman. Would you be able to tell us how that could be 
done? You have had a lot of experience. 

Mr. Campsett. I think it can be done. 

The CruatrMan. It is men like you that we would like to turn to. 
You have been in the business for many, many years. No doubt you 
have made a huge success of it. 

Mr. Camppext. I think it can be done by substitution of other crops 
and taking the advice of the Department of Agriculture as to crops 
that you can raise. The Department of Agriculture helps us all in 
any kind of new crop. 

I think research in a very few years would develop a crop. I am 
trying now to get people to research on eliminating the spines from 
the Russian thistle. It grows everywhere abundantly. Everyone 
knows that. It is excellent cattle feed until it gets so sharp that the 
cattle cannot eat it. When it is young they never take their mouths 
from the ground. It is high in protein. 

Senator Scnorrren. Like alfalfa, almost ? 

Mr. Camppetyi. Yes. 

Mr. Murbank, after experimenting 5 or 6 years with cacti, has 
achieved spines about that long [indicating], and they are being used 
all over for dairy herds, because they just chop up these big cacti 
parts and it makes excellent feed. 

So it cannot be too much trouble to take these little spines of the 
Russian thistles and do something with them. 

And with all of the surplus land you have in Kansas and Montana 
and everywhere else, you could raise Russian thistles in the very 
driest years. 

The Cuarrman. And that is cattle feed ¢ 

Mr. CamMpsBeLL. Sure. 

Senator Scnorrre.. I will tell you for sure that you have stated a 
fact when you say that the Russian thistle will grow almost anywhere. 
Tt will grow in western Kansas. That is one thing that will grow. I 
will tell you that you are right. 

We come back to this other question we have had presented to us 
here on many occasions, the problem that is arising in the agricultural 
areas because of reduction of these acreages, especially in the areas 
wherein we must admit that, climatically speaking and topograph- 
ically speaking—in the western part of the Dakotas, I am sure, and 
eastern Colorado, and some places up in your State—maybe they can- 
not turn to corn, to soybeans, to flax, and some of these other crops. 

In western Kansas, in some of our upland, where we get from 15 
to, say, 20 inches of rain, and sometimes one-third of that will come 
in 1 week, why, we have either to raise wheat or we have to go to milo 
or feterita. And if everyone goes to milo, I envision something like 
the situation we have with wheat, and the Government will be up 
against a problem there. 

It resolves itself into this, if we continue to cut these acreages too 
low. we are going to drive tens of thousands of heretofore self-sustain- 
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ing or marginal, let us say, sustaining units out of business, unless we 
think of something. We must have the Agriculture Department con- 
tinue its program, say, in each of these areas where it has a history of 
production on the agricultural side—they must be allowed sufficient 
acreage in order to maintain a reasonable economic unit, to keep the 
family on the farm. If we do not do that, there will be an exodus off 
those farms by the tens of thousands, of people who cannot make a 
living there. That is the thing that disturbs the Senator from Kansas. 

The Cuatrman. And not only him, but others. 

Mr. Campset.. The words “economical unit” hit pretty close to us, 
because for years we have been trying to prove what is an economical 
unit for farming, and we have come to the conclusion, after 35 years 
of records, that a minimum economical unit in the area where you have 
approximately 16 inches of rainfall is 2,000 acres, 1,000 acres in crops 
and 1,000 acres in summer fallow. You could not possibly survive on 
the 160-acre unit which was the original homestead. You had better 
go and work for $4 or $5 aday. You are better off. 

Senator Youne. With mechanized farming and expensive machin- 
ery, the farms even in East North Dakota have to be at least twice 
the size they were a few years ago in order to be an economical unit. 

Mr. Campsetu. Of course, they do. This idea that the small farmer 
is not mechanized is a fallacy. Every farm in the United States is 
mechanized now. They are mechanized in their operation, because the 
wife and the daughter or the boy or somebody drives the combine, the 
truck, the tractor. And they do it very well. They do it much better 
than the person you have to hire nowadays. 

The large farmer has to compete with industry or he will not get 
the men. - 

In harvesttime our workers get $1 an hour, and we pay up to $2 an 
hour. And the more we pay, the less it costs, because we have less 
maintenance and we get more bushels out per day. 

But I think that a small farmer today of, say, 1,000 or 2,000 acres, 
with a couple of boys and a couple of girls, will raise a bushel of wheat 
at less cost than we do, because labor is such a factor in everything 
nowadays. And personnel is such a factor. 

Senator Youne. When you graduated from the University of North 
Dakota, $1 to $2 a day was about the wage that you are paying per 
hour now. 

Mr. Campsetu. It was the wage. 

Senator Scnorpre.. I would like to have your views on the subject 
before us in these hearings. We have had a number of people, a great 
number, serious, well-meaning folks, who have thought this thing 
through, say the program that we are operating under now has not 
reduced our surpluses. It is tending that way, some of them feel, and 
they say that if we had a two-price system, whereby the farmer would 
get say, 100 percent of parity, or some percentage of parity under 100 
percent on that produced and used in this country domestically—then 
that he would get the guaranteed price, say it is 100 percent of parity 
or some lesser degree of percentage, on that consumed domestically. 
He could raise all the wheat he wanted to on his farm under those con- 
ditions, but he would have to take the world price on that percentage 
above his domestic share. 

Do you have some views to express to this committee on that ? 
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Mr. Campsett. I think there is a lot of merit to the two-price system. 
In fact, as far back as Mr. Hoover’s administration, I prepared a two- 
price program then, based on the cost of wheat in London, because in 
Liverpool, years ago, it was the world market, and controlled the price 
of wheat everywhere. In the United States now we are controlling 
in the world market. 

My theory at that time was that we would get the Secretary of Agri- 
culture to estimate the proportion of crop that would be used for con- 
sumption and that part that would sell for the Chicago price or the 
world price, plus 42 cents, which was the duty of wheat, and the bal- 
ance at the world price. 

It is practically the same thing as the two-price system. But now 
since Chicago is the world’s market, I do not know whether you could 
use it as a determining factor. 

There is a lot of merit in the two-price system. 

Senator Scnorrren, I might say, in fairness to these gentlemen who 
are advocating the two-price system, and honestly so, they recognize, 
at least the witnesses who have appeared here that I have questioned 
myself, that so long as we have surpluses as we have them today, they 
will still have to have acreage controls until we get this enormous sur- 
plus worked out. 

Do you agree with those gentlemen ? 

Mr. Camppety. Yes, sir, we have got to get rid of the surpluses, and 
even raising better wheat next year or anything else will not dispose 
of the surpluses. As long as we have them they are going to be a ter- 
rible load. Ultimately, they will break our back, because it costs about 
18 cents a bushel a year now to store wheat, and in 2 years you have 
36 cents, and you have such a freight load and storage load on your 
back that you could never get rid of it. 

Senator Youne. We are making some progress in that direction 
this year, though, are we not? Our production will be about 125 mil- 
lion bushels below our uses, is that not right ? 

Mr. Campneti. No, we will just about break even at the present 
estimates. 

Senator Youne. I thought according to the last forecast our na- 
tional production would be about 825 million. 

Mr. Camrseti. About that. We do not use that much here. 

Senator Youna. I mean what we use here plus exports. I thought 
that would exceed our production by about 100 million bushels, 

Mr. Campse.y. Including the exports it would exceed it, yes. 

Senator Youna. If we keep on with our present rate of exports we 
could increase that. That would offer considerable hope of getting 
rid of surpluses. 

The Cuatrrman. We have been asking you many questions. 

Mr. Campretn. That is perfectly all right. I am here to be as frank 
and honest as I can. 

The Cuarrman. If you want to proceed with your regular state- 
ment, you may. I do hope that in the course of your remarks, since 
you have expressed interest in the two-price system, that you will 
give us your views as to how it could be handled administratively, 
because that to me is the problem. 

Mr. Campsety. I have not worked that out yet. 

The Cuarrman. It sounds good. Iam for atwo-price system. The 
question, is how should we put it into operation ¢ 
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Mr. Campsett. It is almost like crop insurance. I will tell you 
what crop insurance is. It is a wonderful thing, but on the other 
hand, it would encourage poor husbandry, poor farming. You can 
see many people saying, “I am not going to get out and till and culti- 
vate. I have this insured, anyhow.” But crop insurance is one of 


the answers to our problem, too. 
I think that we have discussed some of the most important points 


already. 

I still want to emphasize the fact, though, that to get rid of these 
surpluses we have got to reduce the price and the acreage as well. 
And somebody has to help us. We have got to be ingenious enough 
to reduce, I mean to think of some other crops, of some other use that 
we can make of these excess acreages. 

Senator Scorr. If I may interrupt, you used to operate Lake Mat- 
tamuskeet, did you not? 

Mr. CampseLL. We were down there for 2 years. 

Senator Scorr. I just want to ask you this, if you feel that if we 
have enough ingenuity in the United States to build the bombs of 
different kinds, if we have enough ingenuity to build the Nautilus, 
and we are talking about building another ship to show the good use 
nuclear energy in various ways, both for commercial and other uses, 
do you not believe that if the Government would just really bear down 
ond tet its mind and thinking to it, it would just sound like peanuts to 
work it out, that is, if we really put our minds to it. 

In other words, do you feel that the Government could do this 
thing ? 

I am not trying to put anybody on the spot. I think here in this 
committee, on both sides of the table, so far as the political parties 
are concerned, they are in earnest in trying to work this out, but when 
we listen to witnesses day after day, both from the Department of 
Agriculture and other places, they are sort of passing the Bact among 
themselves, and then they pass it to the State Department—and may- 
be this is not the right word to use—it seems to me like in order to 
have the world from their viewpoint, that they are taking out a little 
bushel of wheat and a little pound of rice and a little pound of peanuts, 
and playing—maybe that is the wrong term to use—international poli- 
tics with our bushels of wheat. That may be putting it cold-blood- 
edly. 

Y just cannot see through all of this thing. I think that we can 
work it out if we just put our minds to doing it. 

You cannot tell me, with one-half of the people hungry every night, 
and we have these surpluses, and it is costing us like blazes to keep it, 
that we cannot get together somewhere. 

Mr. Campsett. 18 cents a bushel. 

Senator Scorr. I do not mean to do it day after tomorrow. I mean 
to get together this afternoon and do something about it. 

I think if you and I had that on our hands and it was our respon- 
sibility and there was all of this going on, I believe that we would 
move the stuff some way. 

That is the way I feel about it. 

Whatever you can contribute to our thinking here to spur us on, 
I would like to have it, because I think this committee wants to do 
something. I feel sure we want to do something. And that is both 
Democrats and Republicans. ' 
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Mr. Campsery. Sure, I agree with that, sir. That is what I was 
trying to refer to a few minutes ago, when I said that our research 
department at the Department of Agriculture can find that answer 
better than the individual farmer. 

You take big outfits like General Foods and the DuPonts and Gen- 
eral Motors, they can afford research departments, but no farming 
outfit can. 

Senator Scorr. Certainly, they cannot. 

Mr. Camppnett. We have some of our own research, but the average 
farmer cannot afford that. I think it is up to the Department. of 
Agriculture, through research, and the funds available for that pur- 
pose, to develop further uses of these lands and also for marketing it. 

I do not mean to be critical of our administration. 

Senator Scorr. I would like to say right at this point, for the benefit 
of my friends across the table here, and I would say the same thing 
just as quickly if it was another administration—I do not care who 
it is—my commonsense just tells me that where two people want 
something that I have got, and I have got something that I do not 
want, I think somewhere along the line we would get together and 
do something about it. 

Mr. Campsety, I certainly would. 

Senator Scorr. And I do not care whether it is a Democratic or 
Republican administration. 

Mr. Campsety. Neither do I. 

Senator Scorr. From that standpoint, I think we would get together 
and trade. 

Our good chairman over here does not hold me down much. I think 
he just sort of lets me wander around here in my thinking. I am just 
from the country. 

The CuarrmMan. Iama good Democrat. 

Senator Scorr. I just say what I have got to say about this. This 
thing burns me up. I declare I do not like it. 

Mr. CamppetL. I have felt for many years, whether it was a Repub- 
lican or Democratic administration, that if proper efforts had been 
made, we would not have seen outstanding surpluses. 

As I was explaining to Senator Young a minute ago, if I was a 
small operator, without the advantages of barter and exchange and 
trade markets—if I can sell—the least that we have ever sold our 
wheat above the loan value has been 17 cents, and we have sold it from 
17 cents to a maximum of 70 cents above the loan value—if I can do 
that— 

The Cuarrman. How much of your wheat have you put into loan? 

Mr. Campse tt. I put it in the loan every year that it has been avail- 
able—every year. 

The CrarrmMan. Do you recapture it? 

Mr. Campseti. The minute my 30 days are up, I take my money. 
Sometimes I get quite a loan check. One year I got one for $750,000. 
I always resented that story about a Montanan having a check for 
$256,000. I wrote, “You are just a piker. Why, you ought to get 
this $750,000.” 

We paid it all back—paid the interest. Uncle Sam has never taken 
my crop up, except once. That was one year that we had no cars. 
The harvest was coming on, you know, and we have to have half a 
million bushel storage. You cannot sell that in a day or a night. I 
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went down to the Commodity Credit Corporation and apologized for 
turning the wheat over to them. They said, “We know, you have got 
to have storage. We have got to provide storage if you do not have 
yours.” So I turned my wheat over. Every other year we have sold it. 

If I, just as an individual operator, can do that, surely something 
has been wrong with the disposition, I agree with you. 

_The Cuarrman, In my opinion, Mr. Campbell, that points up the 
difficulty of the past program. The wheat that you produced was 
salable wheat. You were able to dispose of it. You did not have 
to put it in hock, as it were, except that one year, and that was due 
to conditions beyond your control. 

Mr. Campsetu. I have taken the loan every year, though. 

The Carman. I understand that you recaptured it. 

Mr. Camrpeti. Always. 

The Catan. Exactly. And the reason why you did it was 
because you had a sale for the wheat you produced. It was mer- 
chantable wheat, something that the trade wanted. 

Mr. Campsetu. No, because I think I am a good salesman. 

The Cuarrman, It is a pity that the Government would not hire 
you, then, to sell those 666 million bushels of red wheat that is a drag 
on the market. Nobody wants it. 

Mr. Camppeti. Of course, to get back to this red wheat situation, 
you will find out, if you investigate the regulations of the Chicago 
Board of Trade, that they can deliver red wheat of very inferior 
quality. 

Senator Youne. I do not think we quite followed through on 
Senator Ellender’s question. It is a fact that Montana last year only 
delivered some 6 percent of its wheat to the Federal Government 
under the crop-loan program. 

Mr. CampBeELu. Yes, sir. 

Senator Youne. Because the Montana producers produce a superior 
quality of wheat and for two reasons—you plant top quality and 
then you have good weather and soil conditions to produce it. 

Mr. Campsett. Sometimes we get hot winds. Our wheat last year 
was 58 pounds. That was the best we had, because of the hot winds 
in July, which just shriveled it up and took about 250,000 bushels of 
wheat from us. I still sold it, because I had high protein in it, al- 
though I did have low weight; 58-pound wheat will not meet the No. 
1 Dark Hard Winter specifications. 

Senator Youna. I read an article in the Canadian wheat pool budget 
published in Calgary 2 weeks ago, in which they predicted about one- 
half of the wheat produced in that Province of Canada this year would 
be of low quality, because of the weather. Weather does have a lot to 
do with the quality, too, as well as variety ? 

Mr. Campset.. Tremendously so. 

Senator Youne. Also, the soil condition. As you know, out in our 
area, the wheat on summer fallow has a higher protein. 

Mr. Campsett. There is more nitrogen in the soil. 

Senator Scnorrret. I would like to ask the gentleman another 
question. 

Going to this loan matter that you say very frankly you have always 
participated in, I happen to be an advocate of better grade and quality 
of milling wheat because that is more salable in this country, and 
lends itself to better bread baking, and all of those things. 
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Do you feel that the Department of Agriculture should make a dif- 
ferential on the loan price or on the loan amount that they make, if a 
man raises a good milling quality of wheat that is salable in this 
country ¢ 

Mr. Campsetyt. Absolutely. I mean, it is just like any other col- 
lateral ; the poorer the collateral, the poorer the loan. 

Senator Scuorrret. Some of us on this committee have been advo- 
cating that the Department of Agriculture should give a premium or 
an additional loan, let us say, give a higher loan value on a good grade 
of wheat, more so than on the inferior grades of wheat. 

I would like to see it go as high as 16 cents a bushel more, which 
would encourage the production of good milling grade quality of 
wheat 

Mr. Camppett. They do. They give us an additional loan for high 
protein wheat. I think they do that now. 

The loan value on the low-grade wheat, I think, is where the trouble 
is. It ought probably to be less loan value on the low-grade wheat. 

Senator You NG. Your loan value on the top quality wheat is just 
a matter of 2 or 3 cents a bushel more, is it not, on the high protein ? 

Mr. Camrsett. If you can get 16 percent of protein, you can get 
about 5 cents a bushel more. 

Senator Youna. Five cents a bushel ? 

Mr. Camepsetit. The premium on that is about 50 or 60 cents. 

Senator Younc. There would have to be more of a differential than 
that. I wonder if I could ask another question. 

I notice this statement here: 

We own and operate approximately 300,000 acres of grazing land in New 
Mexico and think that something similar to the flexible farm bill should ap- 
ply to the livestock industry. 

W hat do you have reference to there ? 

Mr. Camppeui. The livestock men are all in distress. I do not 
know any livestock man today who is not. They are being liqui- 
dated today in our State at a terrific rate, because of the drought. 

Senator Youne. Do you think they should undertake a price-sup- 
port program ¢ 

Mr. Campse.u. If it can be worked out, because there is a tremen- 
dous number of people in that business. They would have better 
credit if they had a fixed price, a longer credit. Yo see, anybody 
knows that you are going to get at least some sort of fixed price, right 
away your credit is better, if he can also take in your qualities as a 
farmer and a producer, but it is impossible for a livestock man or any- 
one to come out of the depression on just a 1-year loan. That is all 
cattle loans are. They are 1-year loans. 

Senator Scnorrre,. You are thinking now in terms of the loan 
feature, but not price support on cattle ? 

Mr. Campsetu. Some sort of a loan based on 15 cents a pound, say, 
in the field—something like that. 

Senator Scnorpre.. Our cattlemen down in my country, Kansas— 
and I have heard from quite a lot of them down in Texas, and some 
of them down in Oklahoma, although not all of them—and I do not 
know about the east Colorado people, but down in my general area, 
the cattle people do not want any price support on their cattle. They 
do want longer term emergency drought loans, 

Mr. Camppenn. Yes. 
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Senator Scnorrret. Which the Government here has been mighty 
generous in applying and making available to them. But if you are 
talking now strictly on price supports on cattle in my State, in my 
general area, I do not find very much here gs for that now. It may 
come. It may well be in the future. I donot know. But up to now, 
I have not heard too much hue and ery about it. 

Mr. Campseti. The chief reason that the average big cow opera- 
tor does not want any kind of a price support or “Government help 
is because if he accepts that help then he has to be governed by Gov- 
ernment regulations, like the rest of us. And whe “have to do some- 
thing, if we @ participate. The average cowman still wants to graze 
and overgraze, and the high prices of cattle kept the calves up to mar- 
ket, and he finally got so many head of stock, say, on 60,000 acres, he 
would probably have 2.200 head instead of 1,000, and the crash had 
to come. That is just what caused this. We believe that erosion of 
soil comes more from overgrazing than from farming. 

Senator Scuorrrer. I see how you are applying it there. You 
are putting the emphasis upon the evils of overgrazing. 

Mr. Campsety. Yes, sir. 

Senator Scnorrret. But if we go to price supports on cattle—— 

Mr. Campsetu. Then you are going to insist on no overgrazing, too. 

Senator Scuorrren. Then you are going to insist on how many I 
can raise and when I can sell them. 

Mr. Campsetu. That is right. You are going to have that. 

Senator Scuorrret. Would you want that ? 

Mr. Campsetyu. Yes, sir. I am perfectly willing to be governed and 
controlled by my Government in anything that it decides to do. 

And if this committee would think that some of this excess acreage 
should be taken off of farmers with over 10,000 acres and a little more, 
and give it to the small farmers, I would go along with that. 

Senator Scnorpret. That is very commendable of you. 

Senator Ture. If I might interrupt at that point, Mr. Chairman, 
there is only one way to get the production down, unless the elements 
of weather take it down, and that is by an acreage control. Common- 
sense would dictate that there is no other way. 

Mr. Camppeti. No. 

Senator Torr. You cannot condemn the man for trying to improve 
the fertility of his land by good farm practices or use of commercial 
fertilizer. 

Mr. Camppett. That is right. 

Senator Ture. For that he is to be commended. 

Mr. Camppetyi. Yes. 

Senator Ture. Therefore, if you are going to get a reduction in the 
overall production, it has to be done by a controlled, managed acre- 
age, planted or harvested. 

Mr. Camrsetu. Correct. 

Senator Ture. I cannot see any other way, and I have been operat- 
ing for many years. 

Mr. Campsetu. Yes, sir. 

The Cuarrman. We have been asking all of the questions for al- 
most an hour now. I wonder if you would proceed to give us your 
views as to how to solve this problem. That is why you have come up 
here, I am sure, to give us your views. 

Mr. Campsetu. They are all in this statement. 
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The Cuatrman. I have read all of your statement. 

If you have anything else that you would like to add to it, we would 
be glad to hear from you. 

Mr. Camrse.i. I would like to add, since this committee seems in 
a very favorable mood, that a little investigation of the quality of 
the wheat which they could deliver at the Chicago Board of Trade 
might be in order. That is the thing that keeps ‘the price of wheat 
down now. It is one of the reasons that July wheat at SRD , 
about $1.99, as it was yesterday, and the loan vs ilue i in Chicago is $2. 

The CiiarrMANn. Let me ask you this, since you raise that. eee 
I have heard a lot of complaints that the warehousing i in Chicago is 
owned and controlled by the people who deal in wheat, who gamble 
in wheat, who buy wheat. What effect does that have in manipulat- 
ing a market ? 

Mr. Camrse.i. Well, just assume that you are a short seller of 
wheat. That man who sells wheat which he never produced or never 
confined. Assume that he is short 10 million bushels of wheat. That 
would not be very much, because they trade in 350 million bushels quite 
often in a day there. He has a lot of low-grade wheat that he can 
deliver on the contract. He can offer 5,000 bushels of wheat early in 
the morning, we will say, at 99.5, or 2 cents below the last night close. 
Right away, there is a stop loss order or the—there is panic, there is 
margin ¢ alls, and ever ybody gets excited, and they will break the price 
of wheat 5 to 10 cents. It used to be 30 cents in a day, but they cannot 
do that now. 

Meanwhile, he has a lot of this wheat that he did really sell short, 
and he can cover up by taking a loss of a few hundred or a few thou- 
sand dollars, and he could easily make many times that amount on 
the short side. 

es every now and then I take some delivery of wheat 

1 Chicago, just to see how bad it is. According to the rules, they 
de a wheat to me that I could not sell anybody except for making 
chicken feed. 

That controls the price of all of the wheat around the world. That 
is one of the reasons that the world’s wheat is so cheap. That is why 
Canada cannot sell here, and we cannot sell our wheat, because as a 
commodity, wheat is the cheapest commodity in the United States 
tod: ay. 

You can still buy all of the bread you can eat at 1 sitting for 5 
cents for a third of a loaf. That same amount of money would not 
buy you one-half of one mouthful of a pork chop. 

So the price of wheat as a world commodity is very, very low. In 
fact, the price of wheat to us next year will be just about the cost of 
production. 

The Cuatrman. The question I had in mind was this. Maybe I 
did not make myself explicit enough. 

I understand that in Chicago, in that area, most of the warehouses, 
the w ReOnee facilities, are owned and controlled by people who 
deal in whe: 

Mr. Campsetu. Sure. Usually on the short side. 

The Caiman. Do you not believe that there ought to be some sort 
of regulation with respect to this warehousing? Why should a man 
who owns it control 60 percent of the warehousing in an area, be in 
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a position to refuse to store wheat that may be in the cars there and 
maybe force the owner of that wheat to sell it, in order to get storage 
facilities ? 

Do you get the idea? Are you familiar with that practice ? 

Mr. Camppety. Yes, very familiar. 

The Cuarrman. Do you not think that something ought to be done 
in order to have either the Federal Government or the local govern- 
ment regulate such manipulation ¢ 

Mr. Camppeti. Very much so. 

It will solve a lot of your surplus problems. 

The Cuarrman. I want to say I am gathering the facts on that, and 
I hope to produce a bill before this committee. 

Mr. Campse.yi. Let me send you some of my experience on it. 

The Cuarrman. I wish you would. 

Senator Tuyr. Can you relate some of your experience, for the 
record? I would like the record to reflect that. 

Mr. Campseti. The delivery on future contract of wheat is usually 
of such inferior grade that you could not use it for milling purposes. 

I was talking to a big miller the other day, in Pasadena, who oper- 
ates in Chicago, and he said that he would never hedge his wheat sup- 
plies for flour making in Chicago, because he would get wheat of such 
inferior grade that he could not use it. 

In Minneapolis it is different. Minneapolis is the milling center, 
and believe me, you have got to deliver wheat or other grains : of mill- 
ing grade. They have their own regulations. 

As a result, May wheat in Chicago, just a little while ago closed out 
at 5 cents over the loan value. “ 

In Chicago, it closed out the same day about 60 cents below the loan 
value. 

The Cuamman. Have you had any experience in shipping wheat 
let us say, to Chicago, a lot of diffic ulty in getting that wheat auld 
there ? 

Mr. Camppett. No, I have not. Whenever there is a big crop com- 
ing on, and before the Government had storage, and there was a little 
excess moisture in the wheat, of course the man with the storage facil- 
ities never had storage facilities, because he could buy that wheat and 
treat it and make 20 to 40 cents a bushel on it in a month or so, instead 
of selling a month’s storage. 

This crying about no storage is a story being put up every year. 

Senator Youne. You mean in Chicago? 

The Cratrman. I am speaking of ‘the Chic sago area. This is the 
story that I get from quite a few people, that wheat is shipped into 
Chicago in cars, and all of a sudden trouble develops in getting storage 
space for the wheat that is in these cars. Of course, it would be 

wedi to have the wheat in storage than to have it in the car, paying 
demurrage on the car. 

I am told by quite a few people that a lot of those who own storage 
facilities and who are engaged also in the purchase of wheat, refuse 
to store this wheat, and the first thing you know, they get the wheat 
at quite a few cents per bushel less. 

Mr. Campsett. Sometimes 40 cents. 

The CxHarrman. Because they refuse to store this wheat. 

Mr. Campsett. Yes, that could easily happen 
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The CuatrMan. Have you had that experience ? 

Mr. Campseu. I have never experienced that myself. 

The CuHarrMan. But have you heard of that ? 

Mr. Campseti. I have heard of it right out in the community. 
Whenever there is excess moisture in the wheat and you have to treat 
it or do something with it to keep it from spoiling, because it will spoil 
in 24 hours, a farmer will take whatever he can get. 

That is why the Department of Agriculture 2 years ago finally de- 
cided to loan 80 percent of the loan value of wheat stored on the 
ground. Right away, wheat went up 10 cents the very next day. 

Senator Tuyrr. Because they broke the bottleneck that existed at 
the terminals when the terminals refused to take it and give out a 
receipt on that wheat. 

Mr. Campseti. That is exactly right. During harvesttime you can 
hardly ever get storage. 

The Cuatrman. Although the storage is there ? 

Mr. Camppett. Yes. But after harvest I have never had any 
trouble in getting storage. Of course, I have storage myself. 

The only place to store wheat is on the farm. You save Uncle Sam 
money, and you save storage charges. 

Whenever the Government ships all of this wheat to terminals, take 
from Montana to Minneapolis, the freight is 48 cents a bushel. With 
that freight on its back, it can never be shipped back to Kansas or to 
the Pacific coast or anywhere else. The only place to go is to Buffalo, 
where there is milling facilities. That is a milling center. 

It is the most absurd thing we ever did for our Government to put 
wheat in terminal storage. 

Senator Youne. It is much better to store it on the farm. I agree. 

Mr. Camrse.y. Some of our wheat last year went from Montana 
down to Galveston, Tex., 150,000 bushels of it. I never heard of such 
a thing. 

I want to emphasize, if this committee wants to really do some- 
thing for the good of all of us, just check into this marketing prob- 
lem. 

Senator Youne. I think that you offered a suggestion that is tre- 
mendously important. It would be a tough undertaking, because you 
know that is a highly technical business. 

Mr. Camrse.u. It has to be somebody who really knows the busi- 
ness and who has traded and lost, as I have. I have lost money on 
the market for the last 2 years, because commonsense told me that 
with Mr. Francis appointed to dispose of our surplus, the ex-General 
Motors man—and I had a long talk with him—I thought that this 
surplus will be all gone this year, so I buy July wheat and get a trim- 
ming on it. 

The Cuairman. Is there anything further that you would like to 
add to what you have said ? 

Mr. Camrsetu. No, sir. You have been very good to me. 

The Cuarrman. Are there any further questions? 

Senator Tuyr. You are not just exactly a wheatgrower; you have 
speculated on the market, also ? 

Mr. Campse.t. We do both, because you take in hedging of your 
wheat, it eliminates a great deal of the hazard in agriculture. You 
can have a big loss from hail of from $100,000 to $250,000. We took 
a $250,000 loss last week. 
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Senator Torr. You would not want the record to reflect that the 
average farmer should try that? 

Mr. CampseLL. No. 

Senator Tuyr. That is the reason I asked this question, because I 
do not want some innocent farmer to read this record and then try 
to follow your footsteps. 

Mr. Campse.u. No, no. 

The CuatrMan. He would not, because he said he got burned every 
time he did it. 

Senator Torr. They may read about Mr. Campbell, the great finan 
cier and wheatgrower. 

The CuarrMaANn. We thank you very much, Mr. Campbell. 

Mr. Campsett. I thank you. I am the one who is indebted to you 
people, because I think we will really get somewhere on this thing 
now. 

The CHatrMan. We hope so. 

We will stand adjourned until tomorrow morning. 

(Whereupon, at 11:05 a, m., the committee recessed to reconvene 
at 10a. m., Friday, July 1, 1955.) 
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FRIDAY, JULY 1, 1955 


Unirtep States SENATE, 
ComMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a. m., in room 324, 
Senate Office Building, Senator George D. Aiken presiding. 

Present: Senator Aiken. 

Senator Arken. The committee will come to order. 

Mr. Doane, we had a meeting of the Senate called unexpectedly for 
10 o’clock this morning, which ‘conflicts somewhat with this committee 
meeting. However, we want to get your testimony on the record, 
and if you will sit right there, you may proceed with your statement. 
We will appreciate that. 


STATEMENT OF D. HOWARD DOANE, CHAIRMAN OF THE BOARD, 
DOANE AGRICULTURAL SERVICE, INC., ST. LOUIS, MO., REPRE- 
SENTING THE CHAMBER OF COMMERCE OF THE UNITED STATES 


Mr. Doane. Mr. Chairman, myname is D. Howard Doane. I am 


chairman of the board of the Doane Agricultural Service, Inc., St. 
Louis, Mo. 

I am appearing on behalf of the Chamber of Cotematt of the 
United States, of which I am an agricultural director. I also am a 
member of the chamber’s agr icultural committee. 

I have with me this morning Mr. Walter B. Garver, of the Cham- 
ber of Commerce of the United States. 

The national chamber is a federation of 3,100 State, regional, and 
local chambers of commerce and trade and professional associations. 

Nearly all the chambers of commerce and many of the trade asso- 
ciations and business firms who constitute our membership have a 
direct or indirect stake in the prosperity and progress of agriculture. 

They have become keenly aware of the economic interdependence 
between farming and other kinds of business. Nearly all the cham- 
bers of commerce are in predominantly agricultura! areas. By this 
we mean that if it were not for farming and all that goes with it 
there would hardly be enough business activity to support “and require 
the services of a chamber of commerce. 

The advancing strides in farm technology have intensified and 
emphasized this mutual interdependence. 

Takei as we are to discuss the farm problem, I should like to 
offer a suggested definition. I find it difficult to offer suggestions 
for the solution of any problem which I cannot define. 
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The farm problem is to find a way to allow American farmers to 
produce at maximum efficiency and not be penalized by ruinously low 
prices when the volume of that production becomes temporarily greater 
than current markets will absorb. 

As a farmer, it seems to me that I have no right to ask for public 
aid unless and until I do produce at maximum efficiency. Certainly, 
inefficiency should not be subsidized. And second, my greatest assur- 
ance for existence is efficient production or, conversely, my surest 
way to failure is inefficient operation. 

Efficient production by American farmers will from time to time 
result in a volume of product that depresses prices to ruinously low 
levels. In many instances the factors accounting for excess produc- 
tion are beyond the control of the producer, such as favorable weather, 
absence of plant and animal diseases, and eating habits of customers. 

I am talking here about the need for stability over short periods of 
time. I am not at the moment addressing myself to the basic problem 
of excess capacity in relation to decent prices. 

From this it seems safe to say that all we have to do to solve our farm 
problem is to find efficient economic methods for disposing of excess 
production without seriously depressing prices. 

If I had the job of handling an excess volume of a given agricultural 
product, I would first of all want to know what tools would be avail- 
able to me for doing the job. It’s easy to list those tools because we 
have already used some of them and thus’ know from experience what 
a given tool will do and what it will not do. Some of them are: Acre- 
age controls, marketing quotas, loans and storage, straight subsidy, 
tax regulations, incentives and penalties, variable prices, processing to 
nonfood uses, and, of course, a good many others. 

It seems to me that one of our errors of the past has been to mistake 
the “tools” for “the plan” or “the problem.” 

The job to be done is to prevent or get rid of a surplus. We must 
approach it as we would the problem of removing a hill of dirt. After 
looking the situation over, we might decide to use hand shovels, teams 
and scrapers, bulldozers, trucks or streams of water by washing it to a 
lower level. 

Simply because one method worked well in a previous case does not 
mean that it would be equally as well adapted to a similar problem un- 
der different circumstances and locations. In short, we must pick up 
the best adapted tools when we know all the facts concerning the job 
to be done. 

In our organized society, farmers have been ably represented before 
the Congress and public opinion by excellent and effective farm organi- 
zations of their own choosing. However, in spite of these excellent 
organizations, it has long been an established practice of our Govern- 
ment to strengthen what otherwise seemed a relatively weak bargain- 
ing position of farmers by Federal farm programs of considerable 
scope and variety. This committee has always accepted a continuing 
duty and responsibility to keep these programs under appraisal. It is 
in a spirit of being helpful to this committee in such appraisal that 
we come before you now. 

Much of agriculture is today in a period of critical imbalance and 
readjustment. In our judgment much of the readjustment is unavoid- 
able and inevitable. This means that the restoration of balance is a 
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two-way street. With many people still not eating a minimum ade- 
quate diet, it is a fair question to ask: “How can we talk about sur- 
pulses?” Yet these needs cannot be met without a sound market ex- 
change. This leaves us, then, with need to strive for balance by adjust- 
ing supplies to the best markets we can build. 

An important aspect of the current situation is the squeeze between 
low farm prices and relatively high costs. 

A key factor in costs is the higher and rising level of labor wage 
rates. Such “gains” by labor are felt with particularly marked impact 
by farmers. While relatively little of the increased income to labor is 
felt as the increased demand for food, farm costs, especially in view 
of the increased dependence of farmers on the products and services 
of industry and business, are boosted directly in proportion to the 
wage bill. 

This is particularly discouraging to farmers because they recognize 
that such so-called “gains” are largely not something achieved by labor 
through direct Federal statute or progress—not something done di- 
rectly by Government for labor. Actually, they are largely accom- 
plished by labor organization discipline, by compulsory support of 
unions among workers, by strikes and economic boycotts, and even in 
some cases by intimidation of both union members and nonmembers. 
This is a combination of strategy and tactics alien to farmers as a 
whole. 

In discussing farm difficulties, we believe it is well to keep in mind 
that the national economy is operating at a very good level of business 
activity, with virtually full employment. The domestic demand for 
the products of our lands is near an all-time high. In our judgment, 
therefore, emphasis in farm legislation needs to be more on adjusting 
agriculture to the economy than on policies designed essentially for 
depression conditions. 

It seems to us that in agriculture as in any other business there is 
no avoiding the operation of economic forces that make farming a 
business. The relationships between capital, resources, supplies, out- 
put, prices, and demand in a free choice economy work themselves 
out in spite of all we may try to do. 

Yet some of the ideas put forth, and sometimes attempted in legisla- 
tion, seem to ignore the working of this economic axiom. Sometimes 
farm proposals or programs seem dedicated to the proposition that 
these economic laws can be repealed, and that somehow agriculture 
can be kept prosperous by legislation. As a business, farming is sub- 
ject to these forces just as are other businesses. The notion seems 
prevalent in many quarters that only farming is a risky business. 

Of slightly more than 4 million firms in various businesses in the 
Nation, more than 300,000 disappear each year. Most of. these are, 
like farming, “family” businesses with the family’s savings and future 
involved. 

And further, the risk and exposure of businesses is illustrated by 
a study from the United States Department of Commerce, which 
shows that of 7 million firms which started business between 1943 and 
1952, an average of 32 percent did not survive the first year; another 
18 percent did not survive the second year, and another 12 percent 
succumbed the third year. At the end of 5 years, 73 percent of the 
original number had not survived. Not quite all these were failures. 
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Some were sold or transferred to new owners for various reasons. 
But a Dun & Bradstreet study of the business failures in 1953 shows 
that half were due to incompetence and nearly 40 percent more were 
due to lack of adequate experience. I am sure that those who know 
the farm business well realize the importance of these same two factors 
in the problems which some farmers face. 

These statistics emphasize that in the American profit-and-loss sys- 
tem of risk, exposure and failure are characteristics of business, in- 
cluding the farm business. In agriculture, as in other businesses, the 
race is won by the competent and the experienced. 

Studies by the chamber’s staff indicate that of the 5,300,000 farms 
in 1954, 1,300,000 of them produced less than 10 percent of the prod- 
ucts marketed, and had an average net farm income from all sources, 
including off-farm employment, of less than $1,000. The rest pro- 
duced more than 90 percent of the marketed products and had an aver- 
age net income of $4,600. This suggests that farming is quite like 
other businesses in the way it fares in our competitive society. 

American agriculture is out of balance today because it has not yet 
made the adjustments which the situation requires of it. Farming is 
still geared substantially to the abnormal demands of the war and 
postwar period. A new balance must be found—adjustment must be 
made between markets, output and resources, if agriculture is to be 
reasonably stable and healthy as a business. 

There is need for a better balance within agriculture as between 
commodities and choice of enterprises. This requires fair treatment 
of all commodities and enterprises insofar as farm programs provide 
incentives to, or penalties on, producers. 

It seems to us that there are four ways open to us in agriculture, 
four ways we can go. 

The first way is to expand our markets at home and abroad so that 
there is a better demand for our products. We believe that some prog- 
ress is being made in this direction. But we believe there is ground to 
doubt that the export market can be of sufficient strength that it will 
make a permanent denrand for all we are producing now of the ex- 
portable commodities. 

A rapidly growing population within our own borders is a some- 
what optimistic note for the long pull. Concern has been expressed 
in some quarters over the ability of the Nation’s agriculture to feed 
future generations without reducing standards of living. In our 
judgment, this is unwarranted in the light of available technology in 
agriculture standing by and waiting to be used when stimulated by 

al demand for more farm products. 

The second way is to support prices and restrict output to a figure 
that would price out of the market some demand in order to achieve 
the higher prices. This we are forced to reject, and we urge this 
committee to reject it. 

It is destructive of the philosophy that has given the Nation its 
strength and greatness through economic expansion and the produc- 
tion of real wealth. It is unbearably restrictive on farmers them- 
selves, depriving them of oportunity for growth by taking away some 
of their rights and freedom to produce, thus with one hand taking 
away almost all, if not all, of the price advantage given with the other 
hand. 
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_ Farm legislation history contains several examples of the political 
impossibility of making the controls severe enough or effective enough 
to accomplish the price goals sought. The exactions upon farmers 
are simply more than they can bear, or will stand for, as a permanent 
or lasting way to make adjustments between resources, output and 
markets. 

A third way is to support prices and require the Government to hold 
production in excess of amounts that can be sold at supported prices. 
We already have followed this plan too long. It should be rejected 
now. 

The reasons are: It is too expensive, amounting ultimately in a 
subsidy to income. It is a waste of human and natural resources. It 
puts Government into the commodity business, giving continuously 
wrong signals to producers. It forces upon the Government the task 
of attempting, for physical and economic reasons, to dispose of the 
accumulated stocks, thus competing with current producers and in 
some cases destroying the very markets it is desired to expand— 
markets upon which producers must depend if the situation is not to 
be progressively worsened. 

The fourth way is to learn in the long run—I wish to emphasize 
that—to produce and sell our products for what the market will yield. 
This is not the most appealing way, at least politically. It is a rugged 
road, and while farmers feel the impact hardest, at least at first, it is 
an economic readjustment in which the whole economy cannot avoid 
sharing. 

I want to emphasize, however, that agriculture cannot go this road 
alone. There are many drastic changes in other parts of the economy 
needed to put the whole economy -on this road. I am talking about 
Government aids and subsidies and protections to other segments of 
our economy. I should like to add that. 

The farmers of the Nation will be among the first to join with 
others in this kind of economy. For example, the beef cattle industry 
has historically stood for this position, and continues to stand firmly 
on it. 

But this is the road most likely to give us a sound agriculture. It 
calls for better know-how, for more effective and efficient production, 
for cost reduction, for greater productivity of resources, and quite 
probably for the retirement of some resources from production. 

Do we fully realize the fact that in spite of more than 3 years of 
declining farm prices and dollar net incomes for the Nation’s agri- 
culture, income per person on farms is near the all-time high? Some 
people are withdrawing from farming. The significance of this 
change is made graphic when we realize that if the farm population 
had expanded since 1930 at the same rate as has our population in the 
Nation, there would today be twice as many people living on farms 
to share the net income as we actually have today—some forty-odd- 
million rather than slightly over 20 million. And the per capita 
income would be substantially less than half what it is because our 
standard of living would have been probably lower than it is with- 
out the contributions of those 20 million persons to the expansion of 
the Nation’s industries, arts, and service trades. 

We wish to call attention to an important economic consequence of 
price-support programs. It is important in proportion to the degree 
that farmers can count on them in making their future plans. 
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The more dependable or sure a program of this kind is for the 
future, the more \ aluable the resources become to the producer. These 
values in time become prices, which in turn become costs to the farmers 
who buy these resources. 

This result is almost tragic, and it seems to us far removed from 
the intent of Congress in establishing price-support programs. The 
programs thus become devices providing windfalls to those who sell 
such resources; and they raise the capital requirements of those who 
buy. ‘This is particularly true of land itself. 

We have witnessed numerous actual cases in which assets have been 
bid up because the benefits anticipated from price-support and base- 
allotment programs seemed to buyer and seller to a degree predictable, 
making the property more valuable. 

I am referring to the Doane Agricultural Service. We do a good 
deal of appraising for tax adjustment purposes, and when we ap- 
praised a county in Kentucky where the tobacco allotment was pretty 
well established, we came upon the problem of setting as a value 
of the land, the value of the allotment, that is, the attaching value of 
the allotment to the value of the land. That became quite a compli- 
cated problem, as you can see. 

Senator ArkEen. What did you do about it? 

Mr. Doane. We did not attach it. 

Senator ArkEN. You did not attempt to evaluate the allotment? 

Mr. Doane. That is right. 

Senator Arken. However, we hear that it adds something like 
$1,000 an acre to the value of the land. 

Mr. Doane. Yes, sir. 

There was very strenuous objection to it, because the farmers said : 
“Well, I can sell it for that.” 

Senator Arxen. The allotment, then, is worth probably 2 to 3 times 
as much as the land itself? 

Mr. Doane. That is right. 

But it gave us a false assumption for such basic concepts as a foun- 
dation for tax purposes. 

But some proponents of price-support programs claim they are only 
temporary measures to “hold the line.” Holding the line is obviously 
good strategy or policy when it can be reasonably expected that while 
the line is held, forces can be rearranged and changes made to bring 
about a stable situation when the line can no longer be held. 

In our judgment, it would be dangerous deception to hold the line 
when it means merely postponing the adjustments that inevitably must 
be made, adjustments that are made worse by their very postponement. 

Nor is readjustment something that can be made once ea then for- 
gotten. In a dynamic and growing economy such as ours, adjust- 
ment to forces at play is a continuing and perpetual process. Until 
some fairly drastic adjustments are made between markets, prices, 
output, and resources, stability in agriculture seems to us out of the 
question. 

Much of our legislation starts with the statement of purpose that 
it is to stabilize farm prices and income. Without quite saying so 
exactly, it seems to us that this has come generally to imply raising 
prices and income. 

A clearer distinction needs to be made in agricultural policy be- 
tween (1) stability, (2) providing income out of the Federal Treas- 
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ury, and (3) establishing a reasonably dependable economic environ- 
ment in which farmers can operate a prosperous farm business. 

As a part of providing that environment, the chamber supports 
adequate research, extension and education at the National, State 
and local levels to help farmers help themselves. 

We have been pleased, as I am sure the members of this committee 
have been pleased, to see the increasing awareness of these needs and 
the expanding activities of private business and industry along these 
very important lines. 

You have noted, I am sure, that I have based our case mainly on 
the free enterprise philosophy that to stay alive, dynamic and grow- 
ing, agriculture must, like other parts of our economy, adjust and 
continually come back toward balance internally and with other parts 
of the economic framework. Occasionally this position is misun- 
derstood or distorted into an attack on the family farm. 

I know no one who understands agriculture and its problems who 
believes that the farms of the future will not be family oman There 
have been attempts to make so-called factory farms work out, but, on 
the whole and with few exceptions, agriculture in the United States 
just does not lend itself to that kind of development. 

The farms of tomorrow will be family farms. They will be big- 
ger, yes. They will use more capital, more management skill, more 
technical or scientific know-how. And there may be even fewer of 
them. 

We have heard a great deal of discussion about preserving the small 
family farm. Back of this there is usually implied special programs 
to keep farm folks on the land who cannot, for various reasons, make 
a satisfactory go of it in the present-day world. 

The chamber has long recognized the acute problem in this area 
and called for special programs to facilitate adjustments to help solve 
them. To a considerable extent, methods to deal with them effec- 
tively call for some kind of a program outside farm programs deal- 
ing with agriculture as an industry. We are hopeful that the USDA 
has made a promising start toward emphasis on these problems, and 
we feel sure that the business community will participate fully as 
approaches and techniques are developed. 

Preservation of the small family farm is predicated on the fact that 
qualities and character traits are developed in farm living that have 
made profound contributions to our American way of life. 

No one who has been a farmer or worked closely with rural people 
needs to have these virtues pointed out to him. They are qualities 
that have always made top-quality citizens. 

Some of these traits are resourcefulness, ingenuity, self-reliance, 
moral endurance, versatility, a sense of responsibility, patience that 
only those who work with nature can understand, realism and com- 
mon sense, and the community participation that comes of cooperating 
intimately. 

These are tremendously important traits that we would never want 
to see destroyed. To even weaken these human qualities in rural or 
urban people would surely be to eat away from within the tough fiber 
of our national strength. 

Yet sometimes programs are advocated to preserve the small family 
farm which could easily be the greatest threat to those very values it 
ig sought to preserve. 
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In conclusion, may I say that it was our understanding that this 
committee is holding hearings on a wide range of farm problems and 
on the agricultural situation generally. We have therefore tried to 
express points of view we believe worthy of serious consideration. 

wy we urge this committee to reject a turning back of the 
clock and compounding the difficulties of farmers by reverting to 
mandatory price supports at a fixed level. 

We believe that the adjustments ahead for agriculture must be 
made with some degree of gradualness, not so fast as to cause whole- 
sale disruption, but not so slowly as to prevent and frustrate a better 
balance than we have. 

We believe that the Congress made a good start last year in getting 
ls on a sounder road, and that the Congress should continue this good 
work. 

On behalf of the national chamber, I would like to say that this 
committee and the Congress will find the chamber and the business 
community ready and willing to support and implement sound and 
constructive programs that will help to give the Nation a strong, 
healthy and successful agriculture. 

Thank you. 

Senator Arken. Thank you, Mr. Doane. 

The committee has a letter from the American National Cattlemen’s 
Association, expressing opposition to price supports, or subsidies of 
any kind, on cattle or dressed beef. 

Without objection, this letter will be made a part of the record, at 
this point. 

(‘The letter referred to, dated June 6, 1955, is as follows:) 

AMFRICAN NATIONAL CATTLEMEN’S ASSOCIATION, 
Denver, Colo., June 6, 1955, 
Hon. ALLEN J. ELLENDER, 


Chairman, Committee on Agriculture and Forestry, 
United States Office Building, Washington, D. C. 

Dear SENATOR ELLENDER: President Jay Taylor of our association has for- 
warded your letter of May 25, with regard to the hearings which began June 1 
on the matter of price support programs, to me. 

Our association, as I am sure you know, has a long-standing policy of opposi- 
tion to price supports or subsidies of any kind on cattle or dressed beef. It is 
not our understanding that your committee expects to give serious consideration 
to price supports on these commodities. If it should develop that there is any 
plan to seriously consider this matter, we would very much appreciate your 
turther advice so that we could have witnesses appear either at the Washington 
hearings now in progress or at some point in the country where we understand 
you expect to hold further hearings. 

In the meantime, will you place this letter in the record to show our firm oppo- 
sition to price supports on cattle, dressed beef or any other beef cattle product. 

Yours very truly, 
F. E. MOorixin, 
Eavecutive Secretary. 


Senator Arken. I want to thank you again. 

Mr. Doane. Thank you very much. 

Senator Arxen. The committee will now recess, subject to the call 
of the Chair. 

(Whereupon, at 10:25 a. m., the committee adjourned, subject to 
the call of the Chair.) 








